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Philo Plant of Ohio Power Company on American Gas & Ele 
System. Stack in front is for the new Supercritical Unit. 
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Helps Philo Plant Open the Way to New.... 

Economies in Steam-Electric Generatiq,”;’ 

early 

eratio 

Generating history is being made at the Philo Plant of of greater plant efficiency that comes with the higMMbcock 

the Ohio Power Company on the American Gas & possible combination of pressure and temperatun@it 42n< 
Electric System. Here, America’s first commercial The Problems Solved included the very difficult@ 
supercritical pressure steam-electric unit is in opera- of feedwater chemistry, of heat transfer and contri 
tion, probing the frontiers for new economies in the internal deposits, metallurgy for higher tcmperal 
production of energy. combined with higher pressures, and dev<lopme 

A Symbol of the Vision and progressiveness of control and operating techniques. B. 
America’s public utilities and their suppliers, Philo is Philo’s Supercritical Unit, with a turbo-gent 

a landmark in engineering history. It is the result of operating at 4500 psi and 1150F, is producing‘ & 

years of engineering, research, and development that 120,000 kw, in the same space and using 45 per§ 

solved the many problems which had stood in the way less fuel per kwhr than the 40,000 kw unit it replat 


B&W 's Universal Pressure Steam Generator 
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wo More B&W Universal Pressure Steam Gen- 
tors are now being built for The American Gas & 
ctric System. Together these will produce 900,000 
—enough to supply residential power for a city of 
00,000. Like Philo, they will continue to push 
ward this new frontier in steam generation. 

early « Century of B&W leadership in steam 
eration stands behind these achievements. The 
bcock & Wilcox Company, Boiler Division, 161 
Bt 42nd Street, New York 17, N. Y. 
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DIVISION 


B&W Universal Pressure Steam Generator at Philo Plant 
employs two stages of reheat, the first at 1150 psi and 1050F, 
and the second at 165 psi and 1000F. 


B&W engineers solved the problems posed by the combi 
tion of the highest possible pressure and temperature. T 
large pilot unit was used to study fluid flow, heat transf 
feedwater chemistry, and control characteristics. 


components for the Universal Pressure Steam Generator 
greatly speeded field erection. 





with the Codlitors 


ene opening article in this issue dis- 
cusses the problem of electric utility 
organization as it relates to group spon- 
sorship for financing or operating nuclear 
power projects, where such joint activity 
would bring them under the Public Util- 
ity Holding Company Act of 1935. It has 
been recognized ever since it became ap- 
parent that more than one electric com- 
pany would probably have to join forces 
in order to get these expensive and com- 
plicated projects built and operating, that 
the Holding Company Act would provide 
a puzzle. 


CoMPANIES which several years ago 
worked out their organization so as to be 
free of regulation under the Securities and 
Exchange Commission naturally hesitate 
to get back into a situation creating an- 
other level of regulation. 


In the last Congress when legislation 
was proposed to exempt such joint spon- 
sorship from holding company regulation, 
it became snarled. Then the Securities and 
Exchange Commission decided to work 
out a regulation, subsequently known as 
amended Rule U-7, to permit at least one 
type of organization for group sponsor- 
ship of a nuclear power project. 


JOHN D. GARWOOD 


© Harris & Ewing 


J. SINCLAIR ARMSTRONG 


THE author of this opening article is 
the chairman of the SEC, the Honor- 
ABLE J. SINCLAIR ARMSTRONG. In writing 
this article for Pustic Uriviries Fort 
NIGHTLY, CHAIRMAN ARMSTRONG was 
assisted by Ray Garrett, Jr., director, di- 
vision of corporate regulation of the SEC, 
and Joseph S. Mitchell, Jr., SEC staff 
attorney, but the author assumes full re- 
sponsibility for the views expressed there- 
in. 


— in New York city in 1915 and 
graduated from Harvard College 
(AB, ’38) cum laude, and Harvard Law 
School (LLB, ’41), CHatrMAN ARM 
STRONG started his practice of law in Chi 
cago with the firm of Isham, Lincoln & 
Beale. From 1945 to 1946 he was on ac 
tive duty in the U. S. Naval Reserve. 
He returned to his law firm in 1946, was 
made a partner in 1950, and practiced un 
til July, 1953, when he took office as 3 
member of the Securities and Exchang: 
Commission for a term expiring June 5 
1958. CHAIRMAN ARMSTRONG was desig 
nated by President Eisenhower to the pos: 
of chairmanship of the SEC on May 25 
1955. He has also served as the commis- 
sion’s delegate to the President’s Confer 
ence on Administrative Procedure. 
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Help yourself, Mr. Executive, 


... to the perfect place to grow 


1 America’s rich Industrial Heartland—Ohio, Pennsylvania, 


Vinee ieciaad Reahier a %* CHARLESTON GROUP COMPANIES 
‘est Virginia, Kentucky, New York, Virginia and Maryland ree maeGning teak, caaterstOn. @. 9s 
\ere’s natural gas in abundance to help you produce better—for UNITED FUEL GAS COMPANY 


3s. It’s a precision tool, an economical fuel, and one of nature’s saumie teed comes 


nic i : Central Kentucky Natural Gas Company 
ost versatile raw materials. Virginia Gas Distribution Corporation 


Add these other advantages . . . Markets, Materials, Labor, * COLUMBUS GROUP COMPANIES 


hs : : <6) 99 NORTH FRONT STREET, COLUMBUS 15, OHIG 
‘fansportation, Reasonable Taxes . . . and you will see why it’s THE OHIO FUEL GAS COMPANY 


ine Perfect Place To Grow. Natural Gas Company of West Virginia 
* PITTSBURGH GROUP COMPANIES 
808 UNION TRUST BUILDING, PITTSBURGH 19, PA; 


THE MANUFACTURERS LIGHT AND HEAT COMPAN 
F Binghamton Gas Works 
Cumberland and Allegheny Gas Company 


The Keystone Gas Company, Inc. 
Home Gas Company 





120 EAST 41ST STREET* NEW YORK 17, N. Y. 





PAGES WITH THE EDITORS (Continued) 


Mr. ARMSTRONG has recently (April 
16th) been nominated by President Eisen- 
hower to be Assistant Secretary of the 
Navy (Financial Management). Pending 
Senate confirmation CHAIRMAN ARM- 
STRONG continues to head up the SEC. 


x ok Se oe 


D* Joun D. Garwoop, professor of 
economics at the Fort Hays Kansas 
State College, has been studying the edu- 
cational aspects of public utility eco- 
nomics for quite a while. He has come to 
the conclusion that what the teacher 
thinks will determine in many instances 
what the student thinks. And to find out 
what teachers are thinking about on the 
subject of public utility economics, he sent 
out a questionnaire to over three hundred 
of them. He received about 47 per cent 
qualified returns and the result is a very 
interesting cross section of academic 
thinking in this important field, written 
from a most objective point of view. 


THERE is variety as well as provocative 
reaction reflected in the numerous quota- 
tions selected by Dr. GArwoop from his 
rich source material. For example, twenty- 
seven professors favor the Eisenhower 
“partnership policy” for multipurpose 
power as compared with twenty-two op- 
posed and fifteen without opinion. 


Dr. GaRwoop was educated at the Uni- 
versity of Wisconsin, where he took a 
Master’s degree, specializing in taxation. 
During that period he took his public util- 
ities under Dr. M. G. Glaeser. He has also 
done graduate study at the University of 
Louisiana, the University of Southern 
California, and the University of Colo- 
rado, where he took his Doctor of Phi- 
losophy degree. Prior to joining the fac- 
ulty of the Fort Hays Kansas State Col- 
lege, Dr. GARWoop taught at Morning- 
side College, Sioux City, Iowa; Univer- 
sity of Louisiana, Baton Rouge, Louisi- 
ana; and the University of Colorado, 
Boulder, Colorado. 


* * * * 


fees made the Secretary of In- 
terior the marketing agency for all 
power developed at federal multipurpose 
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© Harris & Ewing 
ROBB M. WINSBOROUGH 


projects when it passed the Flood Contro! 
Act of 1944. In the first of his 2-part 
series, published in our preceding issue, 
Ross M. WINSBOROUGH, vice president 
of Middle West Service Company, dis- 
cussed the 30-year contract which a for- 
mer Secretary of the Interior, Oscar 
Chapman, signed in 1952 to furnish 
power to Reynolds Metals Company in 
combination with Arkansas Power & 
Light Company. 


THE government now wants to annul 
the contract. In the second instalment, be- 
ginning on page 749, Mr. WINSBOROUGH 
discusses what can and should be done 
about the entirely unworkable provision 
(§ 5) of the Flood Control Act, which 
has caused the parties concerned so much 
difficulty, so far, and will probably cause 
more trouble before Congress passes re- 
medial legislation. 


* * *k *K 


- eennegiorieg our annual custom of many 
years, the next issue will be of special 
interest to those readers in the electric 
utility industry. It will be published con- 
temporaneously with the gathering of the 
members of the Edison Electric Institute 
for their annual convention in Chicago, 
June 3rd to 5th. 


THE next number of this magazine will 
be out June 6th. 


A, bitin 
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One of the great threats to 
the mythical Jason and the 
Argonauts as they sought 
the Golden Fleece was pas- 
sage of their ship between 
the forbidding rock of Scylla 
and the whirlpool of Charyb- 
dis. With steady hands Jason 
guided the Argo safely 
through the treacherous 
channel. To this day, Scylla 
and Charybdis remain a 
symbol of perilous hazard. 
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WHEN ENDURANCE COUNTS 


)vercoming the perils of Scylla and Charyb- Cable stands steadfast against all the ele- 
i's, Jason and the Argonauts demonstrated ments which would destroy its efficiency. 
reat endurance in the face of severe de- Kerite Cables, in perfect operating condition 
‘ructive elements. Another—and more after 40 or more years, in hazardous original 
odern—demonstration of great endurance installations, is the rule, rather than the 
Kerite Cable. Under every manner of ad- exception. The world over, the Kerite name 
verse condition, throughout the world, Kerite is recognized as a symbol of durability. 


The value and service life of a product can be no greater than the integrity and craftsmanship of its maker. 


KERITE CABLE 


F) (&s) THE KERITE COMPANY—30 Church St., New York 7, N. Y. 
‘oO A) Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 
AY 


Founded 1854 3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston 





Coming IN THE NEXT ISSUE 


(June 6, 1957, issue) 


* 


THE AMERICAN WAY TO THE POWER-FULL FUTURE 

The title of this article, especially prepared for PUBLIC UTILITIES FORTNIGHTLY | 
Donald S. Kennedy, president of the Edison Electric Institute and president of t+ 
Oklahoma Gas & Electric Company, also happens to be the theme of the 1957 natior 
convention of the Edison Electric Institute, meeting in Chicago, June 3rd to 5th. Wh’ 
the author takes pride in the achievements of the investor-owned electric utility indus? 
over the quarter-century of the association's existence, he sees a continued threat to + 
industry's future, pointing to the rise in the generating capacity of government pow 
projects from 2.4 million kilowatts in 1932 to 28.8 million kilowatts in 1956, with almc:i 
as much again in new capacity slated for the next ten years. 


ELECTRIC POWER FOR AN EXPANDING ECONOMY 

Teamwork is the keynote of this article by the Honorable Fred A. Seaton, Secret 
of the Interior, especially prepared for PUBLIC UTILITIES FORTNIGHTLY. And tea 
work will be necessary if the investor-owned electric utilities, in co-operation with gc - 
ernment authorities, are to fulfill the almost explosive demand indicated for the fut 
of more and more power. He believes that much progress has been made under #»< 
present administration's policy of "planned teamwork"’ to avert regional power sho"! 
ages threatened and even predicted in former years. 


THE INVESTOR'S ROLE IN PRESERVING AMERICAN FREEDOM 

If risk capital in sufficient quantity is not made available through normal channels 
investment to provide the tools for industry, our government may, at some point, be 
forced to step in and adopt a forced investment policy. The matter hinges on savings 
in the view of Edwin Vennard, vice president and managing director of the Edison 
Electric Institute, author of this forthcoming article. He points to one of the principal 
deterrents to saving—the American tax structure—which, in turn, is based on the 
level of government spending. 


PARTNERS IN INDUSTRIAL RESEARCH 
One-fifth of the industry's research and development spending is being done by elect 
manufacturers. Gwilym A. Price, chairman and president of the Westinghouse Electric 
Corporation, shows that much of this is being carried on as a partnership between the 
two branches of the electric industry—the manufacturer and the operating utility 
company. 

IS THE HOLDING COMPANY ACT GETTING OBSOLETE? 
Twenty-two years ago, after a stormy passage through Congress, marked by close 
votes, a sensational investigation, and bitter debates, the late President Roosevelt 
approved the Holding Company Act. Its purpose was to regulate and, in a large 
measure, eliminate unwieldy, wasteful, and otherwise undesirable holding company 
systems in the gas and electric field. Today all but a handful of the old holding com 
pany combinations have been broken up. Eugene S. Loughlin, chairman of the Con- 
necticut Public Utilities Commission, points out that new economic and technical de- 
mands on the financing and organization of modern operating utility plant have 
vived the question of whether some of the present Holding Company Act restrictic 
against joint ventures are retarding needed plant progress and more rapid develo; 
ment, particularly in the nuclear reactor field. 


AIR CONDITIONING AND ITS ELECTRIC REQUIREMENTS 

One of the most important fields of new business and power consumption still remaining 
to be fully realized by the electric utility industry is air conditioning. G. T. Kellogg, 
the staff of the Air-Conditioning and Refrigeration Institute, trade association of the 
air-conditioning industry, tells how the attitude of the electric utility industry h 
changed in recent years towards the use of electricity for space heating. He tells wh 
the reason for this change is the phenomenal public acceptance of air conditioning « 
a double-duty supplement to electric space heating. 


* 


Al SO... Special financial news, digests, and interpretations of court and cor: 
mission decisions, general news happenings, reviews, Washingte: 
gossip, and other features of interest to public utility regulators, cor- 
panies, executives, financial experts, employees, investors, and others. 
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L.xpansion financing costs more — 


rates can pay the increase... 


... if rates are realistically upped to bear higher interest, utilities must offer 
to get new money for sorely needed expansion. Public service commissions* 
realize the increased cost of new financing and will listen to applications for 
rate increases with this as one of the bases. BUT, to be sure all facts and figures 
will stand scrutiny, accurate RATE ANALYSES covering company experience 
over a sufficient period of time are a MUST. 


With this exclusive machine R & S can provide 
MONTH-BY-MONTH bill analyses of the utmost 
dependability—and produce them faster and at lower 
cost than any other method! 

The whole story of this outstanding utility com- 
pany service is in a booklet called, “THE ONE STEP 
METHOD OF BILL ANALYSIS.” Write Dept P-4 
for a free copy—DO IT TODAY! 
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ir key to better figures since 1911” 
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oe —eonek gone, feu. a ee: 6 eo bee ow -@ Gerold. a oe 
100 Sixth Avenue, New York 13,N. Y. 





*PUBLIC SERVICE COMMISSIONS know and respect R & S analyses—they have figured prominently in hundreds of rate cases 





CCaukble CEeke 


“There never was in the world two opinions alike.” 
—MONTAIGNE 





EDITORIAL STATEMENT “Throughout this country’s past its magnificent future 
The Wall Street Journal. has always been created by individual initiative, not by 
government. In this generation we have had a surfeit 
of government; we have too much government now. 
Why should not the future belong to the individual in- 
stead?” 
¥ 


M. S. RUKEYSER “Since workers are first-class citizens, neither man- 
Columnist. agement nor union groups should arrogate to themselves 
the right to limit the freedom of choice of individuals. 

If pressure groups for one reason or another circum- 

scribe the discretion and freedom of choice of indi- 

viduals in selection of vocations, merchandise, invest- 

ments, and ideas, they are—wittingly or otherwise—pre- 

venting those affected from deriving the full spiritual 

and material benefits of the American competitive 


system.” 
* 


Harry F. Byrp “Current taxes, from all sources—federal, state, and 
U.S. Senator from Virginia. local—are taking a full third of the income of all citizens 


to finance government activities. Taxes at present rates 
from current sources are taking more than 90 per cent 
of some individual incomes and more than 60 per cent of 
the net income of most corporations. The present tax 
rates are approaching confiscation. The economy cannot 
much longer survive present tax rates on current 
sources, and it should be understood that tax sources Bell 


have been exhausted.” eadqu: 
* 


Witttam McC. MarrtIN, JR. “Achieving a balance] in an economy as strong as 
Chairman, Federal Reserve Board. ours can be solved in large measure by a reduction in 
spending and an increase in saving brought about by 
market forces. While concepts may be modified, and 
should be from time to time, our basic thinking con- 
tinues to recognize private property, free competitive 
enterprise, and the wage and profit motive, operating in 
the open market through the price mechanism, as the 
most effective means of developing and sustaining our 
march toward better living standards and the elimination 

of poverty.” 

> 


RocerR A. FREEMAN “Education, for many years, has been the largest item 
Former research director, education of public expenditure in the United States next to na- 
committee, Intergovernmental tional defense. The cost of education accounts for about 
Relations Commission. one-third of all state and local expenditures, and is about 
twice as great as the outlay for the next largest function, 
highways . . . school funds have consistently risen faster 
than enrollment, or other public services, and are con- 
tinuing to do so. If we deduct war-connected expendi- 
tures from the national income and relate the rest of our 
income to expenditures for education, we find that the 
share going to education has risen from 1.5 per cent in 

1900 to 4.6 per cent in 1955.” 
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SYSTEM COMMUNICATIONS SERVE THE POWER INDUSTRY 


tea, A 





LILCO’s “77 acres of service” at Hicksville—the first atom-age service center —com- 
plete from spare parts and weather service to feeding and sleeping accommodations, 


Private line channels form nerve syste 


or first atom-age control center in U.S. 


Bell System communications help make the Hicksville 
eadquarters of Long Island Lighting Co. self-sustaining. 
ust of its kind in the U. S., the center can control the supply 
Mf power to 114 million people under emergency conditions. 


From the underground control center, System Operators 
ontrol the load at seven generating stations. They also trip 
nd close power switches and monitor the operation of 29 
emote substations. This finger-tip control is accomplished 
ntitely over Bell System private line channels. 


lodern communications can give your own operations 
e same kind of speed, efficiency —the kind that provides 
ood cusiomer service. Just call your Bell Telephone Com- 
any bi:siness office. A representative will be glad to.make 


thorough study of your needs. 


BELL TELEPHONE SYSTEM 


RIVATE LINE TELEPHONE °* PRIVATE LINE TELETYPEWRITER 
HANNELS FOR: DATA TRANSMISSION * REMOTE METERING 
ND CONTROL «¢ TELEPHOTOGRAPH * CLOSED CIRCUIT TV 


“Our supervisory control system lets us do just about 
everything at plants and substations but sweep up” 
O. H. Nauman, chief system operator. 
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LILCO’s continuous 68-ft. system control board was 
designed to provide better supervision of an area whos¢ 
population has jumped 50% in four years, and to func 
tion efficiently in time of major disaster. 























Giant strides to improve flexibility of 
supply to customers have been taken in 
recent decades by the electric utility in- 
dustry. Today power availability must an- 
ticipate load growth more than ever be- 
fore. Inter-connected supply permits trans- 
feral of power from one area to another as 
varying geographical load demands or 
emergency situations arise. 

Even greater flexibility, however, can 
be attained—by means of Electro-Mobile 
Power. Truck-trailer or rail units permit 
shifting increments of power from place to 
place as demands change. Units can be 
used singly or in multiple—added like 
building blocks to match requirements 
exactly. And provision for impulse starting 
and stopping allows unattended operation 


Electro- Mobile Power adds to system flexibility in many way 











RAIL CAR—1000 kw units for use on sidings 
or placed on piers for semi-permanent yse. 








TRUCK TRAILER—500 kw units offer excellent 
mobility for many temporary applications. 


A question for every electric utility 


JUST HOW FLEXIBLE 
CAN POWER SUPPLY GET? 








from any location in the system. 

Moreover, the placement of Eleciro- 
Mobile Power close to the load not oculy 
relieves the central station of a block of 
power, but also reduces the line loss be- 
tween the central station and the load for 
that block of power. This is a major factor 
at time of peak. 

Just how flexible can service get? Far 
more flexible than you might imagine with 
present equipment if Electro-Mobile Pow- 
er is employed to answer additional re- 
quirements. A joint analysis of your sys- 
tem can reveal the savings and increased 
flexibility possible with these units. Con- 
tact your Electro-Motive representative 
for full information. 










Representative electric utility compa- 
nies across the country are now providing 
better service to customers through the 
use of Electro-Mobile Power. This dia- 
gram is a composite of the different jobs 
these units, both truck-trailer and rail, are 
performing. Detailed information on these 
applications—operating costs, KWH pro- 
duced, reason for use, location, etc.— are 
available through your Electro-Motive 
representative. 
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Rail units used for boosting. 


Rail units used for peaking. 
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Rail units used for temporary Mobile trailer 
service during growth stage of units thrown into 
new community. Units are service during 
added or subtracted until level . temporary outage 
is reached and permanent fa- caused by flood. 
cilities can be erected in the 

most desirable location. 





Caines 
Mobile trailer units being used 


during line relocation resulting 
from new highway construction. 


| LECTRO-MOTIVE DIVISION 
ENERAL MOTORS LA GRANGE, ILLINOIS 


bales Offices in Chicago, New York, St. Louis, San Francisco oS a 











Yours...85% less typing noise with the 
REMINGTON NOISELESS’ Typewriter! 


The REMINGTON NOISELESS typewriter eliminates office 
noise at its major source... turns out exemplary print- 
work with 85% less noise than any other typewriter... 
provides a hushed environment that lets businessmen hear 
themselves think. 

How?—The difference is the Exclusive Remington 
pressure printing principle that eliminates the hammer- 
blow action found in every other typewriter except the 
REMINGTON NOISELESS. 

Write for our informative booklet, “Noise Never Comes 
Between Them,” Room 1557, 315 Fourth Avenue, New 
York 10, New York. 
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DIVISION OF SPERRY RAND CORPORATION 
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MAY-JUNE 





Thursday—23 


Pennsylvania Electric As- 

sociation, Systems Opera- 

tion Committee, begins 
meeting, Skytop, Pa. 


Friday—24 


Southeastern Gas Associa- 

tion begins annual spring 

planning meeting, Savan- 
nah, Ga. 


Saturday—25 


United Press Broadcasters 
of Pennsylvania begin meet- 
ing, Mechanicsburg, Pa. 


Sunday—26 


National Association of 

Electrical Distributors be- 

gins annual convention, 
Washington, D. C. 





Monday—27 


Kansas-Missouri Telephone 
joint 
City, 


begin 
Kansas 
Kan. 


associations 
nvention, 


Tuesday—28 


Pacific Coast Gas Assoctia- 
tion-American Gas Asso- 
ciation begin regional pub- 
lic relations workshop, Sait 
Lake City, Utah. 


Wednesday—29 


Annual Short Course in 
Gas Technology begins, 
Texas College of Arts and 
Industries, Kingsville, Tex. 


@ 











Friday—31 


ison Electric Institute, 
ancing and Investor Re- 
ls'ions Committee, begins 
meeting, Chicago, IIl. 


JUNE 


Saturday—1 


American Society of Me- 
chanical Engineers will hold 
semiannual meeting, San 
Francisco, Cal. June 9-13. 
Advance notice. 


Sunday—2 


Annual Conference on In- 
dustrial Research begins, 
Harriman, N. Y. 


Thursday—30 


North Carolina Association 
of Broadcasters ends 2-day 
meeting, Asheville, N. C. 





Monday—3 


Edison Electric Institute 
begins annual convention, 
Chicago, IIl. 





Tuesday—4 


isylvania Independent 
phone Association be- 
annual convention, 


Buck Hill Falls, Pa. 





Wednesday—5 — 


Midwest Association of 
Railroad and Utilities Com- 
begins annual 
Kansas City, 
Mo. 


be) 


missioners 
convention, 





Thursday—6 


National District Heating 

Association ends 4-day an- 

nual meeting, Hot Springs, 
Va. 





Friday—7 


Home Lighting Workshop 
ends, Arizona State Col- 
lege, Tempe, Ariz. 
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omething old, something new. . .” 





Ten-foot “bull wheels’ were once used in Salt Creek (Wyoming) oil fields 
for drilling to 3,500 feet. Now electrically powered rigs 
drill to 16,000 feet. 


Public 
Utilities 


FORTNIGHTLY 


VoL. 59, No. 11 


May 23, 1957 


Nuclear Power Projects and the 


Holding Company Act 


This article describes the SEC’s amended Rule “U-7” which was 

adopted in July, 1956, to clarify the SEC’s view of the law as tt 

applies to organizations for group sponsorship of a nuclear power 

project. The author explains why he thinks the Holding Company 

Act is not an impediment to industrial participation, to the fullest 

possible extent, in the development of nuclear power for commer- 
cial purposes. 


By tHE HONORABLE J. SINCLAIR ARMSTRONG* 
CHAIRMAN, SECURITIES AND EXCHANGE COMMISSION 


N responding to the challenge of the de- 
velopment and use of nuclear energy 
for the production of electric power, 
the American privately owned electric 
utility industry has encountered legal and 
regulatory problems, in addition to scien- 
tific and engineering obstacles. The need 
of national policy, as well as the possibil- 


* For additional personal note, see “Pages with 
the Editors.” 


ity that the Congress might authorize 
greater direct participation by the federal 
government in the development of nuclear 
power capacity than has been provided as 
yet, has caused the electric utility industry 
to devote great efforts in this field. Per- 
haps these efforts have been greater than 
those which would have been expended 
had immediate economic necessity or ad- 
vantage been the only factor encouraging 
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and pushing the development of this in- 
fant and revolutionary industrial change. 

Among legal problems which the elec- 
tric utility industry faced was the possi- 
bility of involvement with the Public Util- 
ity Holding Company Act of 1935, which 
is administered by the Securities and Ex- 
change Commission. This led first to an 
industry-proposed amendment of the 
Holding Company Act in the spring of 
1956, which was not enacted by the Con- 
gress. Second, at about the same time, the 
Securities and Exchange Commission 
adopted an amendment to the applicable 
rules of the commission under the Hold- 
ing Company Act. This amendment was 
adopted in full accordance with the re- 
quirements of the act as it is presently in 
effect. 


\ eon question whether the federal gov- 
should construct nuclear 
power reactors on a commercial scale is 
not one for which the Securities and Ex- 
change Commission has_ responsibility. 
Rather, that is a matter of national public 
policy over which the Congress has com- 
plete power. It is, however, the responsi- 
bility of the Securities and Exchange 
Commission to administer the Public 
Utility Holding Company Act of 1935 
and the other statutes entrusted to its 
charge in accordance with national poli- 
cies expressed by Congress. It appears 
clearly to be national policy that private 
industry should participate in developing 
nuclear power as rapidly as it is able and 
willing to do so consistent with the law 
and the regulatory authorizations required 
by law. 
The Securities and Exchange Commis- 


ernment 
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sion has assumed that private participa- 
tion in this area should be encouraged as 
far as permitted by law. Our understand- 


ing of national policy as expressed by the 


Congress, combined with the information 
which came to us about industry problems 
during the congressional committee hear- 
ings in the spring of 1956, led the com- 
mission to adopt an amendment to Rule 
U-7,) pursuant to the last sentence of § 
2(a)(3) of the Holding Company Act.* 
The amended rule, which was adopted on 
July 13, 1956, provides in substance that 


Any company whose only connection 
with the generation, transmission, or 
distribution of electric energy is the 
ownership or operation of facilities 
used for the production of heat or 
steam from special nuclear material 
which heat or steam is used in the gen- 
eration of electric energy shall not be 
deemed an electric utility company 
within the meaning of § 2(a) (3) of the 
act, if such company is organized not 
for profit and is engaged primarily in 
research and development activities. 


oo the act defines a holding company 

in terms of ownership of stock in or 
other control over an electric or gas util- 
ity company, it is clear that, if a nuclear 
reactor company is not an electric com- 
pany, no sponsoring company can become 
a holding company under the act by virtue 
of its interest in or control over the reac- 
tor company. 

It should also be noted that § 20(d) 
of the act provides immunity from liabil- 
ity for reliance in good faith on an order 
or rule of the commission. 

The amended Rule U-7 provides a fil- 
ing procedure for companies claiming 
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status under the rule and a procedure 
whereby the commission can challenge 
such a claim to status. These and the 
other provisions of the rule will be dis- 
cussed in more detail later. Some discus- 
sion of the background leading to its 
adoption should aid in understanding the 
commission’s action. 


A the time the amended rule was 
adopted and released to the public, 
the commission explained : 

The Securities and Exchange Com- 
mission is fully aware of the national 
and world-wide importance of the de- 
velopment of nuclear power for peace- 
ful purposes in accordance with the 
policies expressed by the Congress in 
the Atomic Energy Act of 1954. These 
include the promotion of world peace, 
improvement of the general welfare, in- 
crease in the standard of living, and 
strengthening of free competition in 
private enterprise. 

We do not believe that the Public 
Utility Holding Company Act, as ad- 
ministered by the Securities and Ex- 
change Commission, should deter pri- 
vate enterprise from going forward 
with nuclear power projects. We be- 


q 


& 


lieve that nuclear reactors for the gen- 
eration of electricity can be developed 
and ultimately incorporated into the 
electric utility industry in a manner 
consistent with the principles and stand- 
ards of the Holding Company Act. 

In the decision of the Securities and 
Exchange Commission in the one case 
which up to now has been presented, 
the commission held that twelve utility 
companies in the New England states 
could jointly sponsor a nuclear power 
project in a manner consistent with the 
act. Yankee Atomic Electric Co. Hold- 
ing Company Act Release No. 13048, 
November 25, 1955. 

Other nuclear power projects, how- 
ever, have taken different forms of cor- 
porate organization and sponsorship. 
Although we believe that nuclear 
power-generating plants should be es- 
tablished in a manner consistent with 
the Holding Company Act, the statute 
permits flexibility in its application dur- 
ing the period when such projects are 
primarily engaged in research and de- 
velopment. In the Holding Company 
Act, enacted in 1935, presumably the 
Congress did not expressly foresee the 
development of nuclear energy. How- 


“In responding to the challenge of the development and use 
of nuclear energy for the production of electric power, the 
American privately owned electric utility industry has en- 


countered legal and regulatory problems, in addition to scien- 
tific and engineering obstacles. The need of national policy, 
as well as the possibility that the Congress might authorize 
greater direct participation by the federal government in the 
development of nuclear power capacity than has been pro- 
vided as yet, has caused the electric utility industry to devote 


great efforts in this field.” 


723 
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ever, the statute provides that the state 
of the art of generating and transmit- 
ting electric energy is a factor for the 
commission to consider in applying the 
standards of the act. 

The amendment to Rule U-7 was 
adopted today after consideration of 
the comments of several utility com- 
panies as well as from the Atomic 
Energy Commission and the American 
Public Power Association. We have 
not adopted all of the suggestions of- 
fered because we believe the present 
amendment goes as far as the existing 
demonstrated need. 

The amendment adopted today does 
not foreclose us from adopting further 
amendments or from issuing orders re- 
lated to particular cases. Utilities or in- 
dustrial corporations which are con- 
sidering participation in nuclear power 
projects may discuss their organiza- 
tional plans with our staff at any time 
if questions arise as to the applicability 
of the Holding Company Act or the 
exemptions available by rule or order 
under the act. 

The Securities and Exchange Com- 
mission is aware that proposed legisla- 
tion (S 2643, 84th Congress) is pend- 
ing in the Congress which would amend 
the Holding Company Act so as to 
achieve in large part the same effect as 
the amendment to Rule U-7 which we 
have adopted today. The Securities and 
Exchange Commission is in complete 
accord with the policy of the Congress 
as it may come to be expressed if that 


proposed legislation is enacted. Al- 
though we have expressed the view to 
congressional committees that we doubt 
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the necessity for legislation because of 
our discretionary authority under the 
Holding Company Act, the end to be 
achieved by our amended rule and the 
administrative policy it expresses are 
wholly consistent with the proposed 
legislation. 

Although not meeting every case that 
conceivably might arise, the amended 
rule will demonstrate that neither the 
Securities and Exchange Commission 
nor the Public Utility Holding Com- 
pany Act stands in the way of progress 
in the peaceful uses of nuclear energy 
under the free enterprise system. 


Pprcamnge which have sought to par- 
ticipate in the development of nuclear 
energy for the production of electricity 
on a commercial scale, as authorized by 
the Atomic Energy Act of 1954, have en- 
countered new and challenging problems 
of organization and finance. There is no 
problem in this area, of course, for the 
company able and willing to finance a 
nuclear power project from its own re- 
sources and to include the reactor among 
its own assets rather than in a separate 
subsidiary corporation. But these projects 
run to many millions of dollars, and most 
companies interested in serious participa- 
tion do not believe it appropriate to at- 
tempt to carry the whole load. Most 
of the current projects of which we are 
aware involve group sponsorship. Group 
sponsorship raises problems which may 
be best solved by creating a new corpora- 
tion, which in turn raises the possibility 
of involvement with the Holding Com- 
pany Act. 

The first project to come to the official 
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Nuclear Reactor Progress and the SEC 


“ po not believe that the Holding Company Act should impede rapid 

progress in the development of nuclear power on a commercial scale. 
<in tinportant administrative measure to allay any fear that impediments 
may arise is our encouragement of early discussions between prospective 
sponsors of nuclear power projects and the commission and its division 
of corporate regulation. By being informed and consulted at the planning 
stage the commission and its staff can help to shape the organization of 
projects into forms which fully protect the public interest in accordance 
with the standards of the act without unreasonable or burdensome re- 

strictions upon the electric utility industry.” 





attention of the commission was that of 
Yankee Atomic Electric Company, a nu- 
clear reactor and generating company to 
be owned by twelve sponsoring utility 
companies in New England. There was no 
question but that Yankee Atomic Electric 
Company was, or was to be, an electric 
utility company as defined in the act; and 
among the sponsors seeking to acquire 
substantial blocks of stock of Yankee were 
a registered holding company, one of its 
subsidiaries, and several companies en- 
joying exemptions as holding companies 
under § 3 of the act, as well as companies 
not in any way subject to the act. 





Sin joint application-declaration filed 

by Yankee and its sponsors sought 
commission approval for the issuance of 
stock by Yankee under §§ 6(b) and 7 of 
the act, the acquisition of the stock under 
§§ 9 and 10 by the companies subject to 
those provisions, and renewed exemptions 
under § 3 on behalf of the two exempt 
holding companies proposing to acquire 
more than 10 per cent of the Yankee 
stock. 

In its findings and opinion and or- 
der,? the commission was able to grant 
all of the approvals requested by applying 
the long-established and well-recognized 


MAY 23, 1957 





PUBLIC UTILITIES FORTNIGHTLY 


standards of the act. In its opinion, the 
commission said, in part: 


We are of the view that under the 
circumstances presented the group ap- 
proach will contribute to the develop- 
ment of the integrated systems of which 
each of the applicants is a part... In 
our view it is a proper function of util- 
ity systems to participate with others 
for the purpose of supplying the basic 
background necessary for determining 
whether future installations of such a 
plant in the individual systems are eco- 
nomically practical and in the process 
acquiring the experience and training 
in the operation of and management of 
this type of new installation. The im- 
portance of this project, particularly to 
the sponsoring companies located as 
they are in a high-cost fuel area, and 
to their investors and consumers, is best 
demonstrated by the sharp reduction in 
fuel costs which the companies antici- 
pate will result from the use of atomic 
power.* 


The approvals granted in the Yankee case 
were founded upon Holding Company 
Act standards and were not limited to the 
research and development phase of the 
project. The Yankee case demonstrated 
that regional groupings of electric utility 
companies for the sponsorship of nuclear 
power projects are possible in circum- 
stances which will enable the commission 
to grant those sponsors which are not 
already registered holding companies or- 
ders of exemption under § 3(a) of the 
act. 


i projects, however, have not 
taken this form, no doubt for practi- 
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cal as well as legal reasons. It is not al- 
ways feasible to locate a nuclear power 
project so that, as an operating unit, it 
can be regarded as integrated into the sys- 
tems of all electric utility company spon- 
sors with regard to which the integration 
standard is applicable. Also it seems to be 
regarded in some quarters as important to 
organize in a manner which would avoid 
the necessity for any proceeding before 
this commission. Both of these considera- 
tions appear to have been present in or- 
ganizational planning for the project in 
which Detroit Edison Company has 
played a leading rdle. 

The Detroit Edison project is organ- 
ized so as to place ownership of the gen- 
erating facilities proper—that is, the tur- 
bines and generators—directly in Detroit 
Edison Company. The nuclear reactor, 
however, is to be constructed and owned 
by a separate nonprofit corporation, 
Power Reactor Development Company 
(PRDC). The members of PRDC are 
some 21 industrial and utility companies, 
including Detroit Edison. According to 
the record, the reactor and generator will 
be located in Detroit Edison’s service area, 
and PRDC will sell its entire output of 
heat or steam to Detroit Edison for use in 
the adjacent generating facilities. No at- 
tempt has been made to locate the project 
so as to be integrated into the systems of 
the other electric utility sponsors. 


i ike incorporation of the corporation 
which will own the reactor separately 
from the corporation owning the other 
generating and power production and 
transmission facilities serves at least two 
purposes important to the sponsors. First, 
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it provides some corporate insulation to 
Detroit Edison from potential tort liabil- 
ity which might arise from the hazard of 
radiation. Second, it provides a conven- 
ient separation for the different financing 
problems presented by the two major ele- 
ments of the total project. The turbine 
and generators owned by Detroit Edison 
will presumably be financed in a conven- 
tional manner. The nuclear reactor com- 
ponent, however, will be financed as far as 
possible by periodic contributions from 
the sponsors, to be treated as research ex- 
penses, it is hoped, and not capitalized. 
The peculiar financial problems arise 
largely from the fact that the total project 
is expected to cost substantially more than 
the cost per kilowatt capacity for a com- 
parable modern conventional steam plant. 
The additional cost is attributable to the 
reactor component. 

A question presented itself, however, as 
to whether PRDC, the reactor company, 
was a utility company, and, if so, whether 
the sponsors or members would thereby 
become holding companies required to 
register under, or seek exemption from, 
the act. In terms of the act, the question 
turns initially upon whether a heat-pro- 
ducing reactor of the type contemplated is 


a facility “used for the generation . . . of 
electric energy.” Neither the commission 
nor any court has had occasion to pass on 
the question, although the commission’s 
staff has stated to a Senate subcommittee 
that in its view this type of reactor is 
such a facility.5 PRDC’s sponsors saw 
enough substance to the view that PRDC 
would be a public utility company to 
seek an amendment to the act which 
would expressly declare a nuclear reactor 
company not to be an electric utility com- 
pany for purposes of the act.® 


Ske commission advised the Senate 
subcommittee, in commenting on that 
proposed amendment, in substance as fol- 
lows: 


(1) The corporate ownership and 
financing of nuclear power-generating 
facilities should ultimately conform to 
the standards of the Public Utility 
Holding Company Act of 1935. 

(2) There is no sound basis for en- 
couraging the artificial separate incor- 
poration of the heat-producing reactor 
portion of the total generating facilities 
on a permanent or long-term basis. 

(3) During the period of experi- 
mental development of the new art, 


ment of nuclear energy for the production of electricity on a 


q “CoMPANIES wich have sought to participate in the develop- 


commercial scale, as authorized by the Atomic Energy Act of 
1954, have encountered new and challenging problems of or- 
ganization and finance. There is no problem in this area, of 
course, for the company able and willing to finance a nuclear 
power project from its own resources and to include the reac- 
tor among its own assets rather than in a separate subsidiary 
corporation. But these projects run to many millions of dollars, 
and most companies interested in serious participation do not 
believe it appropriate to attempt to carry the whole load.” 
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however, separate incorporation of the 
reactor may serve a useful purpose; 
and such a separate corporation may, 
under appropriate safeguards, be 
treated as not an electric utility com- 


pany. 


This is the philosophy expressed in the 
amended Rule U-7 and, to a large extent, 
in the proposed amendment to the act as 
finally reported out of committee but not 
enacted. The rule and the final version of 
the proposed legislation were not identi- 
cal, but the differences were sufficiently 
insubstantial to enable the commission to 
say that it did not oppose the bill even 
though it appeared unnecessary. 


_ differences lay in whether the re- 

actor company could also own the 
turbine and generators and still retain 
nonutility status, and whether the Securi- 
ties and Exchange Commission or the 
Atomic Energy Commission should for- 
mally determine when the research and 
development phase of a particular project 
has ended. As to the latter, administrative 
convenience should govern. The Securi- 
ties and Exchange Commission could not 
by rule impose such a responsibility on the 
Atomic Energy Commission, but the Con- 
gress obviously could if it saw fit to do so. 
Whichever agency makes the formal de- 
termination, the views of the AEC on 
whether as a matter of fact a given proj- 
ect has ceased to be primarily research and 
development will necessarily be of critical 
importance. As to the Securities and Ex- 
change Commission, the basic interest of 
the PRDC project has been met by Rule 
U-7, and there is reason to believe that 
this is as far as it is appropriate for spe- 
cial exemptive treatment to go in an ef- 
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fort to encourage nuclear power develop- 
ment. 

Presumably, any project of commercial 
size is going to be located so as to fit into 
the system of some electric utility com- 
pany or companies; and there is no appar- 
ent compelling reason why the conven- 
tional portion of a project—the turbine 
and generators—should not be owned and 
paid for by the company or companies 
which will get the power. If the conven- 
tional facilities are to be owned by more 
than one sponsor-user, a separate corpora- 
tion may be necessary, requiring the par- 
ents to register under the act or qualify 
for exemption under Rule U-2 or by or- 
der under § 3(a). This does not seem un- 
duly burdensome. 


; ow commission has stated, however, 

in its public statement concerning the 
rule, quoted in part above, that it has by 
no means closed its mind on this question. 
Rule U-7, as amended, is limited to com- 
panies which do not own turbines and 
generators because the rule, as limited, 
covers the demonstrated need, and be- 
cause extending the nonutility status to a 
company owning the generators encoun- 
ters some difficulty with the language of 
§ 2(a) (3). 

The amended Rule U-7 exempts a re- 
actor company by virtue of Clause (A) 
of § 2(a)(3), that the company “is pri- 
marily engaged in one or more businesses 
other than the business of an electric util- 
ity company, and by reason of the small 
amount of electric energy sold by such 
company it is not necessary in the public 
interest or for the protection of investors 
or consumers that such company be con- 
sidered an electric utility for the purposes 
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Holding Companies Living under SEC 


66 APPROXIMATELY one-fifth of the nation’s electric utility business is 1m 

the hands of holding company systems registered with the com- 
mission under the act and subject to its jurisdiction. It does not appear 
that this segment of the private utility industry suffers from unreasonable 
burdens or restrictions. Also, a considerable portion of the industry oper- 
ates under exemption from the act ordered by the commission under vari- 
ous sections of the act. I do not believe that the act will prove to be an 
obstacle to nuclear power development even if sponsors are required to 

register as holding companies.” 





of this title.” It is one thing to make the 
finding required by the last half of Clause 
(A) with regard to a company which, 
strictly speaking, sells no electric energy 
at all, but only heat or steam; it is another 
thing to make it with regard to a com- 
pany selling the output of a large genera- 
tor. 

Whether the commission can make 
such a finding by order in a particular 
case remains to be seen. It did not appear 
either necessary or wise to go so far in 
the amendment of the rule. 





Seven the commission’s adoption of the 
amended Rule U-7 and the failure of 
the Congress to adopt amending legisla- 
tion, PRDC and its sponsors have gone 
forward with their project. After ex- 
tended study of the amended Rule U-7, 
the commission’s public statement con- 
cerning the rule, quoted in part above, and 
the provisions of § 2(a)(3), PRDC’s 
sponsors decided to seek an order of the 
commission declaring PRDC not to be an 
electric utility company rather than to rely 
upon filing pursuant to the rule. The mat- 
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ter was set down for hearing, following 
which the commission issued an opinion 
and order declaring PRDC not to be an 
electric utility company and requiring, by 
way of condition, the annual filing of cer- 
tain information relevant to the continua- 
tion of a nonutility status.’ 

It was not necessary for PRDC or its 
sponsors to explain on the record in the 
evidentiary hearing upon which the opin- 
ion and order issued why they decided not 
to rely upon Rule U-7. One reason may 
have been the belief that nonutility status 
conferred by order would have greater 
stability against a possible later challenge 
by the commission than nonutility status 
claimed under the amended rule. In prac- 
tical effect, however, there appears to be 
little difference between the two situations 
in that regard. 


(laa rule, it is true, provides for termi- 

nation of the status therein provided 
upon thirty days’ notice from the com- 
mission. But it is expected that any com- 
pany which receives such notice and 
which wishes to assert its continued right 
to nonutility status would, within the 
thirty days, file an application for an or- 
der under § 2(a) (3). That section pro- 
vides, among other things, that “The fil- 
ing of an application hereunder in good 
faith shall exempt such company... from 
the application of this paragraph until the 
commission has acted upon such applica- 
tion.” So, filing an application in good 
faith, the company would retain its status 
until the commission had formally deter- 
mined upon a proper record after hearing 
that the company was no longer entitled 
to the status. Substantially the same thing 
can occur under PRDC’s order. In the 
opinion the commission said: 
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If it should appear to us, after notice 
and opportunity for hearing, that the 
business and activities of PRDC have 
changed in such degree that the com- 
pany would no longer be entitled, under 
the provisions of § 2(a) (3), to be con- 
sidered not an electric utility company, 
we are empowered, under the provi- 
sions thereof, to revoke the order. 


The order, like the rule, requires the peri- 
odic filing of information so as to enable 
the commission to decide when it should 
take steps looking toward revocation of 
the status. 

Certain of the arguments addressed to 
the Congress by PRDC’s sponsors favor- 
ing the proposed amendment to the act 
indicated an apparent misunderstanding 
of some aspect of the act’s potential rela- 
tionship to nuclear power projects. There 
seemed to be an assumption that the ex- 
istence of any degree of jurisdiction in the 
Securities and Exchange Commission 
over a project would be unreasonable and 
burdensome and so would impose an in- 
superable obstacle. 


|, iets one-fifth of the na- 

tion’s electric utility business is in 
the hands of holding company systems 
registered with the commission under the 
act and subject to its jurisdiction. It does 
not appear that this segment of the pri- 
vate utility industry suffers from unrea- 
sonable burdens or restrictions. Also, a 
considerable portion of the industry oper- 
ates under exemption from the act ordered 
by the commission under various sections 
of the act. 

I do not believe that the act will 
prove to be an obstacle to nuclear power 
development even if sponsors are required 
to register as holding companies. The act 
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is intended to permit companies subject to 
its provisions to develop in a manner con- 
sistent with the interests of both investors 
and consumers in the light of the statu- 
tory standards. Over the years, the com- 
mission has administered the act to 
achieve this end. 

Registration under the act by sponsors 
of nuclear power projects, however, can 
to a considerable extent be avoided by 
careful planning. Rather than causing 
them to become and remain actively regis- 
tered, some forms of organization may re- 
quire some or all of the sponsors to seek 
a commission order of exemption under 
§ 3(a). The need to seek such an order 
can scarcely be regarded as burdensome 
to a company which meets the formal re- 
quirements of one of the subparagraphs 
of that section. The exemption process 
should be especially simple for industrial 
sponsors who meet the requirements of 


§ 3(a) (3). 


Howe PRDC project also raised the 

possibility that, where a nuclear 
power project is held by a nonprofit cor- 
poration whose sponsor-members exceed 
ten, no one of them may be a holding 
company within the prima facie definition 
of § 2(a)(7) of the act. This provision, 
in Clause (A), defines a holding company 


q 


e 


as any company owning, holding, or con- 
trolling, with power to vote i0 per cent or 
more of the voting securities of a public 
utility company. Since the members of a 
nonprofit corporation normally have one 
vote apiece, where there are more than 
ten, no one will have over 10 per cent of 
the voting power, even if its membership 
be regarded as a security. 

There are more than ten members of 
PRDC, but, as the problem appeared in 
the testimony before the Senate subcom- 
mittee, Detroit Edison Company was un- 
willing to rely upon being outside the 
definition in § 2(a) (7), because of Clause 
(B). That clause authorizes the commis- 
sion to declare any person to be a holding 
company upon a finding of actual con- 
trolling influence such as “to make it nec- 
essary or appropriate in the public interest 
or for the protection of investors or con- 
sumers that such person be subject to the 
obligations, duties, and liabilities imposed 
in this title upon holding companies.” Ap- 
parently Detroit Edison’s rdle in PRDC 
is such that it feared possible future com- 
mission action under Clause (B). 

I po not believe that the Holding Com- 

pany Act should impede rapid progress 
in the development of nuclear power on a 
commercial scale. An important admin- 


“SINCE the act defines a holding company in terms of owner- 
ship of stock in or other control over an electric or gas utility 
company, it is clear that, if a nuclear reactor company 1s not 


an electric company, no sponsoring company can become a 
holding company under the act by virtue of its interest in or 
control over the reactor company. It should also be noted that 
§ 20(d) of the act provides immunity from liability for reli- 
ance in good faith on an order or rule of the commission.” 
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istrative measure to allay any fear that 
impediments may arise is our encourage- 
ment of early discussions between pro- 
spective sponsors of nuclear power proj- 
ects and the commission and its division 
of corporate regulation. By being in- 
formed and consulted at the planning 


& 


stage the commission and its staff can help 
to shape the organization of projects into 
forms which fully protect the public inter- 
est in accordance with the standards of 
the act without unreasonable or burden- 
some restrictions upon the electric utility 
industry. 


Footnotes 


1 Holding Company Act Release No. 13221 
(July 13, 1956). 

2 The last sentence of § 2(a)(3) of the Public 
Utility Holding Company Act of 1935 reads as fol- 
lows: “The commission may by rules and regula- 
tions conditionally or unconditionally provide that 
any specified class or classes of companies which 
it determines to satisfy the conditions specified in 
Clause (A) or (B), and the owners of the facili- 
ties operated by such companies, shall not be 
deemed electric utility companies within the mean- 
ing of this paragraph.” 

Clause (A) specifies a company which is “pri- 
marily engaged in one or more businesses other 
than the business of an electric utility company, 
and by reason of the small amount of electric en- 
ergy sold by such company it is not necessary in 
the public interest or for the protection of inves- 
tors or consumers that such company be considered 
an electric utility company for the purposes of 
this title . . .” 

8 Yankee Atomic Electric Co. et al. Holding 
Company Act Release No. 13048 (November 25, 
1955). 

4The record showed that the sponsors antici- 
pated a fuel cost of 2 mills per kilowatt-hour over 
the first five years of operation as compared with 
costs all in excess of 3.6 mills per kilowatt-hour 
for modern steam plants in the New England area. 

5 Hearings before a subcommittee of the Com- 
mittee on Interstate and Foreign Commerce, U. S. 
Senate, on S 2643, 84th Congress, 2d Session 
(1956), pp. 17n, 29. 

6 The author testified on behalf of the commis- 
sion before the Subcommittee on Public Works 
Appropriations of the House Committee on Appro- 


priations to explain the relationship of the Holding 
Company Act to nuclear power development as 
well as the commission’s views on the need for 
exemptive legislation. In discussing Detroit Edison 
Company’s desire for legislative exemption despite 
the views of the commission’s staff that the Hold- 
ing Company Act did not require registration of 
PRDC’s sponsors anyway, the following colloquy 
occurred between a member of the subcommittee 
and the author, appearing as chairman of the com- 
mission : 

“Mr. JAMES C. Murray [member of the sub- 
committee]: Would you say, Mr. Chairman, that 
anybody who predicated his refusal to proceed 
on a failure to obtain legislation that would 
exempt him from the Public Utility Holding 
Company, that his refusal was actually not 
founded in good faith, it appearing that he is not 
subject to its terms? 

“Mr. ARMSTRONG {chairman ot the Securities 
and Exchange Commission}: Well, I would 
never want to challenge a person’s good faith 
where he is concerned about interpretation of 
law, but I would try to allay the fears that he 
has.” 
Hearings on 

(1956), p. 206 


Investigation of Atomic Power 


7 Power Reactor Development Co. Holding 
Company Act Release No. 13364 (January 17, 
1957). Subsequently, two registered holding com- 
panies have received commission approval under 
§ 7 of the act for guaranties of loans made by cer- 
tain banks to PRDC. Delaware Power & Light 
Co. Holding Company Act Release No. 13381 
(February 12, 1957), and The Southern Co. Hold- 
ing Company Act Release No. 13383 (February 
12,1957). 





¢ — system do you think is going to make the strong and 

self-reliant man—the system under which the state takes 
charge, or the system under which he takes charge himself . . . 
rivalry and struggle under equitable laws are the laws of living. 
Men become strong by defying defeat, by grasping the skirts of 
happy chance and beating back the blows of circumstance, by cheer- 
ing in the face of discouragement and shaking off the lure of in- 
auspicious stars, by steering for the lights ahead, turning loss to 


gain and failure to success.” 


—ARTHUR MEIGHEN, 
Former Prime Minister 
of Great Britain. 























What Are They Teaching about 
Public Utility Regulation? 


To find out what teachers are thinking about on the subject of 
public utility economics, the author sent out a questionnaire to 
over three hundred of them. He received a representative number 
of qualified returns and the result is a very interesting cross sec- 
tion of academic thinking in this important field, analyzed most 
objectively. There is variety as well as provocative reaction re- 
flected in the numerous quotations selected from this rich source 
material. 


By JOHN D. GARWOOD* 


ONG ago a well-known philosopher 
said: “Tell me today what the 
philosopher thinks, the university 

professor expounds, the schoolmaster 
teaches, the scholar publishes in his trea- 
tises and textbooks, and I shall prophesy 
the conduct of individuals, the ethics of 
businessmen, the schemes of political lead- 
ers, the plans of economists, the pleading 
of lawyers, the decisions of judges, the 
legislation of the lawmakers, the treaties 
of the diplomats, and the decisions of a 
state a generation hence.” 

Ideas are like plants; they grow and 
then wither away, serving as fertilizer 
material for other plants. Truth is relative 

* Professor of economics, Fort Hays Kansas 


State College, Hays, Kansas. For additional per- 
sonal note, see “Pages with the Editors.” 


to a certain range of assumptions, there- 
fore, to a certain stream of events and 
conditions of life. All doctrines contain a 
grain of truth which, under certain condi- 
tions of life, become the only valid truth. 

History teaches us that economic ideas 
are not an autonomous field of human en- 
deavor but are strictly related to a whole 
pattern of life. Economics is not the center 
of the solar system of man’s thought. 
Economics might better be likened to a 
small planet revolving around a star of a 
much higher order. 


HE economic ideas of Adam Smith 
were not conceived independently, as 
a result of research and study in the Brit- 
ish Museum. Rather they were fitted into 
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the warp of the whole texture of life, of 
the social and moral values of their time. 

Every economic doctrine, like any insti- 
tution, has a certain relationship to the 
environment in which it is rooted and into 
which it fits. Students have not generally 
understood the importance of contempo- 
raneous environment on the breeding, de- 
velopment, and decay of certain ideas. In 
the United States we have evolved over 
the years a legal category of industry 
called the public utility. It is a classifica- 
tion readily distinguishable by the limita- 
tions imposed on the utility’s freedom to 
buy and sell and earn. 


HE U. S. Supreme Court in this coun- 

try is the final arbitrator on what is 
or what is not a public utility. In Munn v. 
Illinois (1877) 94 US 113, is found the 
court’s first significant statement as to 
what was to be considered to be a public 
utility. “They stand, to use... the lan- 
guage of their counsel, in the very ‘gate- 
way of commerce’ and take toll from all 
who pass.” 

From the Munn case the public concept 
was broadened, refined, and explored in a 
succession of other cases; 1.e., German 
Alliance Insurance Co. v. Lewis (1914) 
233 US 389; Wolff Packing Co. v. Court 
of Industrial Relations, 262 US 522, 
PUR1923D 746; Tyson & Brother- 
United Theatre Ticket Offices v. Banton 
(1927) 273 US 418; Ribnik v. McBride 
(1928) 277 US 350; New State Ice Co. 
v. Liebmann, 285 US 262, PUR1932B 
433; Nebbia v. New York (1934) 291 
US 502, 2 PUR NS 337, etc. 

Thus, the field of public utilities has 
been defined by the courts. It represents 


1 Munn vw. Illinois (1877) 94 US 113, pp. 126- 
132. 
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an area where government regulation is 
accepted as necessary by academicians and 
practitioners alike. Public policy which in- 
volves a degree of government control as 
well as some parallel ownership of pro- 
ductive facilities represents an area of 
study where opposing views may become 
sharply focused. 

It is the belief of the writer that what 
“the teacher thinks” will determine in a 
majority of instances what the student 
thinks. Education is not just an assimila- 
tion of facts and figures arranged in the 
order of a filing cabinet. Education repre- 
sents a combination of the thought proc- 
esses which shapes attitudes, value judg- 
ments, and actions. It thus tends to pro- 
mote the public welfare under a common 
philosophy of life. 

It was with this thought in mind that 
the writer addressed the questionnaire 
noted below to 301 teachers of public 
utilities in colleges and universities 
throughout the United States.* The ques- 
tionnaire approach reaches its point of 
diminishing returns very early. The aver- 
age one can expect no better than a 25 per 
cent return. A total of 141 replies or ap- 
proximately 47 per cent returned their 


2 The questionnaire was as follows: 

1. Name. 2. College where located. 3. Textbook. 
4. What is your approach to the study of public 
utilities ; #.e., theoretical, institutional, etc.? Please 
explain. 5. In the field of atomic energy do you 
favor placing industrial power development in the 
hands of privately owned utility companies or 
should this development be carried on chiefly by 
the government? 6. What is your opinion regard- 
ing power development by multipurpose dams as 
exemplified by the partnership policy applied in the 
Pacific Northwest? 7. Would you state your value 
judgment regarding the effectiveness of commis- 
sion regulation in the utility field (electric, natural 
gas, telephone, and urban transit)? 8. How would 
you evaluate the performance of U. S. privately 
owned utilities with their counterparts in foreign 
countries where utilities are nationalized? 9. In 
your opinion do your students lean to governmen- 
tal ownership of utility facilities or private owner- 
ship of utility facilities. 
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questionnaires in this study. The fact that 
the questions were addressed to a special 
group which had more than a casual inter- 
est in the subject matter, undoubtedly ex- 
plains the better-than-average return. 


Public Utilities as a Field of Study 


HIRTY-SEVEN schools of the 141 re- 

turning questionnaires, teach a 
course in public utilities at the present 
time. This represents a figure of 26 per 
cent. 

The field of public utilities is a rather 
specialized field of study. Hence, junior 
colleges, teachers’ colleges, and the many 
small liberal arts colleges which dot the 
country were not included on the mailing 
list. In terms of enrollment, only the larg- 
est colleges and universities were included 
in the survey. All state universities and 
large private institutions were included. 

The study was selective in that it at- 
tempted to contact only institutions where 
public utilities might likely be taught. 
Nevertheless, it appears that in this group 
only 26 per cent offer a course in the field. 
If this percentage figure is applied to the 
301 questionnaires mailed, it appears that 
not over 75-80 colleges or universities the 
country over offer a course in what was 
once a fairly popular field of study. 

The fact that it is listed in the college 


q 


e 


catalogue does not necessarily mean that 
a course is being currently offered. It may 
mean that it has been offered and because 
of inertia on the part of the department 
head or because he wishes to display a 
wide offering of courses, it has not been 
removed from course offerings. A check 
of college catalogues is not an infallible 
method of ascertaining what is being 
taught. 

Some of the larger colleges and univer- 
sities currently not teaching courses in 
public utilities include the University of 
Cincinnati, University of Florida, Penn- 
sylvania State University, University of 
Delaware, Northwestern University, 
Texas A and M, Drake University, Uni- 
versity of South Carolina, University of 
Buffalo, University of Virginia, Univer- 
sity of Michigan, Wake Forest College, 
Tufts University, Long Island Univer- 
sity, Catholic University of America, 
Brooklyn College, Duke, University of 
New Hampshire, Kansas State, Kansas 
University, Marquette University, Uni- 
versity of Idaho, Brown University, 
Creighton University, Oklahoma A and 
M, University of Connecticut, University 
of Missouri, Xavier University, etc. 


— evidence of the declining im- 
portance of public utilities in college 


“EveERY economic doctrine, like any institution, has a certain 
relationship to the environment in which it ts rooted and into 
which it fits. Students have not generally understood the tm- 


portance of contemporaneous environment on the breeding, 
development, and decay of certain ideas. In the United States 
we have evolved over the years a legal category of industry 
called the public utility. It is a classification readily distinguish- 
able by the limitations imposed on the utility's freedom to buy 


and sell and earn.” 
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curriculum is indicated by the dearth of 
textbooks in the field. 


[* the field of preparation, it appears 

that relatively few doctoral disserta- 
tions are being prepared in the public util- 
ity field. Those who do qualify themselves 
in the field are likely to seek employment 
in industry or with the government. 

What has caused this decline of interest 
in this subject matter field? The study in- 
dicated a number of reasons: 


1. It is said that public utilities is 
too specialized a course for small de- 
partments of economics and business. 

2. It seems to be the feeling among 
many respondents that it becomes a 
question of alternatives. Other courses 
such as labor, public finance, taxation, 
money and banking, national income 
analysis, etc., are in demand in keeping 
with institutional changes in our econ- 
omy. It was observed that social science 
students flow to courses most closely 
related to current economic and social 
problems. 

3. There are not large numbers of 
staff members who have preparation in 
the fields. Academicians for obvious 
reasons prefer to instruct in areas 
where they specialize. They will not 
“push” a course in which they have lit- 
tle training or interest. Individuals who 
are qualified to teach public utilities 
often seek the larger salary of industry. 

4. It was alleged that public utility 
regulation is now widely accepted and 
offers little challenge to a student of 
economics. Thus, the subject and man- 
ner of regulation have been established 
by court and commission. 

5. In the field of economics the 
course in business and government 
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usurps a portion of the public utility 
field. A number of respondents noted 
no course in public utilities but replied 
that a course dealing with business and 
government covered a portion of the 
utility field. The emphasis given to pub- 
lic utility problems in such a course dif- 
fers considerably. In some textbooks a 
couple of chapters suffice. In others the 
emphasis may amount to 25 per cent 
of the course. 


This course offers a good “out” for 
those economic departments which 
wish to offer some phase of public util- 
ity study but which do not wish to de- 
vote a course or courses in the area. 


‘T° sum it up, it appears that at the 
present time, public utility economics 
is offered as a field of study in chiefly the 
major universities, yet many of them no 
longer carry the course. One respondent 
from one of the most prominent state uni- 
versities of the country replied that its 
teacher of public utilities had passed away 
and his replacement had not been secured. 
Hence, the course was not currently of- 
fered although it was planned to continue 
the course during 1957-58. It is incon- 
ceivable to think that the field of taxation 
or public finance or money and banking 
would receive this treatment in a univer- 
sity enrolling more than 15,000 students. 
In the smaller schools where the course 
is still being taught, it is likely that some 
one with strong training in the field urges 
its retention in the curriculum. 


The Textbook 


O' the 37 colleges and universities of- 
fering a course in public utilities, 
18 use Eli Winston Clemens’ Economics 
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What Teachers Think about Atomic Power 


74 HE world’s new source of power, atomic energy, ts rapidly being 

developed and exploited by the nations of the world. The initial 
development in the U. S. was governmentally inspired and directed. Shall 
this source of energy remain in government hands for development or 
should it be shifted to private enterprise for maximum development? IVhat 
do ‘the professors’ think? It is likely that ideas engendered in the class- 
room will ripple through the next several generations of college students. 
Although only thirty-seven of the 141 respondents offered a course in 
public utilities yet sixty-three replicd to the question dealing with the de- 

velopment of atomic power.” 
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and Public Utilities. The second most 
widely used book (seven users) is that of 
Emery Troxel, Economics of Public Utili- 
ties. Other books used include Herman 
H. Trachsel, Public Utility Regulation; 
Eliot Jones and Truman Bigham, Princi- 
ples of Public Utilities; Irston R. Barnes, 
The Economics of Public Utility Regula- 
tion; C. W. Thompson and W. R. Smith, 
Public Utility Economics; L. R. Nash, 
Public Utility Rate Structures; and Clair 
Wilcox, Public Policies toward Business. 

It should be stressed, of course, that this 


entire study and analysis are confined to 
public utility economics. In the law 
schools of the various universities, spe- 
cialized courses on the law of public utility 
regulation are carried on with an entire 
different group of text or case books. 
Cases on Public Utility Regulation, by 
Francis X. Welch, Public Utilities Re- 
ports, Inc., Washington, D. C. (third edi- 
tion, 1946), is the leading book in the law 
school field. 

If these foregoing figures may be taken 
as a guide, it seems that approximately 
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half of our economics and business ad- 
ministration teachers use Clemens. 
Further, if we may assume that public 
utilities is offered as a course in only 75- 
80 colleges and universities throughout 
the country, then it is likely that the mar- 
ket for such a book is very limited. Even 
the best seller would probably not be used 
in more than forty institutions. 

It is little wonder that not many books 
are produced in this field. 


Approach to the Study of Public Utilities 


lies institutional approach is widely 
used in public utility teaching. This 
is the approach used by Clemens in his 
book, Economics and Public Utilities. 
Professor Clemens, unlike many writers, 
sets forth his approach to his subject with 
great clarity. 
Thus: 


The institutionalists are more inter- 
ested in patterns of collective action. 
These patterns are not to be deduced 
a priori for they depend upon the exist- 
ing economic and cultural patterns of 
any society. To explain this pattern re- 
sort must first be made to history, psy- 
chology, philosophy, political science, 
sociology, and anthropology. 

For our purposes institutions are 
those humanistic means by which eco- 
nomic forces are made effective. These 
means fall roughly into five categories: 
1. Collective organization such as 

labor unions, political parties, cor- 
porations, government bureaus, 
public utility commissions, etc. 
Patterns of thought or modes of 
thinking: strong and prevailing be- 
liefs, accepted more or less without 
question. 
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3. Codes of working rules through 
which society or a collective group 
achieves a certain stability. Work- 
ing rules may include such formal 
bodies of law as constitutional or 
statutory law, rules and regulations 
for the guidance of a corporation’s 
employees, or even informal meth- 
ods of procedure accepted by cus- 
tom. 

Knowledge or know-how—the ac- 
cumulated knowledge and experi- 
ence of any individual or group or 
of society as a whole. 

Human beings themselves—the hu- 
man factor in any plan of organized 
action.® 


[= in brief, is the institutional ap- 

proach. It explains its subject matter 
by examining all the forces which bear 
upon a decision, an institution, or a value 
in bringing out a change or a continuance 
of the status quo. 

Professor Clemens, who is casting his 
shadow over the field in the matter of 
approach, notes that his viewpoint is the 
same as that which Professor Glaeser, 
Professor Commons (University of Wis- 
consin), and others summed up as a “Be- 
lief in the blending of education with gov- 
ernment and pragmatic idealism with a 
sense of public purpose.” This pragmatic 
approach stems from the teachings of 
Professor Commons who first taught pub- 
lic utility economics as a specialized field 
of study in 1907. 

A good 80 per cent of the respondents 
utilize solely the institutional approach or 
utilize it with a theoretical emphasis. In 
the field of pricing and rate regulation 


8 Clemens, Eli Winston, Economics and Public 
Utilities, Appleton-Century-Crofts, Inc. 1950. p. 5. 
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many teachers refer to economic theoriz- 
ing in explaining how this occurs. In the 
explanation of the allocation of resources 
theoretical models find a place. 

The historical approach is used by a 
number of teachers; t.c., how and why 
regulatory processes have evolved and the 
results of such a process. 

The case method is also employed. The 
development of the public utility concept 
has been in the courts and refined by the 
commissions. 

One teacher notes an eclectic approach 
with emphasis upon legal relationships. 

A few teachers approach the subject 
through the media of current problems 
which are studied in the current journals. 
This places weight upon current legisla- 
tion. 


Development of Atomic Power 


ota world’s new source of power, 
atomic energy, is rapidly being de- 
veloped and exploited by the nations of 
the world. The initial development in the 
U. S. was governmentally inspired and 
directed. 

Shall this source of energy remain in 
government hands for development or 
should it be shifted to private enterprise 
for maximum development? What do 
“the professors” think? It is likely that 


3 


ideas engendered in the classroom will 
ripple through the next several genera- 
tions of college students. 

Although only thirty-seven of the 141 
respondents offered a course in public 
utilities, yet sixty-three replied to the 
question dealing with the development of 
atomic power. Thirty-five favored atomic 
development through private utilities, six- 
teen favored governmental control and 
ownership of developmental facilities, six 
believed the development should be a joint 
project of government and private indus- 
try, while seven had no opinion. 

Those favoring private development 
reasoned as follows: 


1. My fear of unbridled government 
bureaucracy forces me to no other 
choice than private operation and own- 
ership under adequate and efficient 
functioning of that one function which 
the government is supposed to do: 
“govern” (i.e., regulate). 

2. Government ownership and oper- 
ation generates more serious problems 
for the economy of the nation than it 
solves. 

3. The consumers who will benefit 
from the use of atomic energy should 
bear the costs of its development and 
use. The public should not have to sub- 
sidize the development of atomic en- 


“ “PRIVATE ownership 10-1.’ ‘Four to one in favor of private.’ 
‘Scepticism toward government ownership seems to me to be 
more general.’ ‘To the extent one has business majors with a 
middle-class background, private ownership tends to be fa- 
vored.’ A number commented that students were singularly 
uninformed in the area. In some instances students from the 
Pacific Northwest and the TVA area, expressed views favor- 


ing governmental ownership.’ 


7 
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ergy for industrial use through taxes or 
maintain the operation of atomic indus- 
tries through subsidization. 

4. The issue here is rapid develop- 
ment, whichever could do it fastest 
would best serve national interests. 

5. I prefer private development be- 
cause of its dynamic character. 

6. I would favor private develop- 
ment but with the government ready to 
take over at the first sign of lack of 
private initiative. 

7. When, or if, we are in another 
war government probably would need 
all the experience and capacity which 
private enterprise could supply to sup- 
plement government action. 

8. Power will be distributed by pri- 
vate utilities, why not allow them to 
generate it? 

9. My general philosophy is that the 
government should enter a field only 
when it seems that the interest of so- 
ciety requires such intervention. In the 
early developmental stage of atomic 
energy, it seems that society benefits 
may be larger than private marketable 
benefits. For this reason government 
participation in the basic research seems 
necessary. Once we pass this stage, I 
favor private development of atomic 
power. 

10. I like to refer to the Japanese 
experience in developing western-style 
industry in the nineteenth century. Be- 
cause of the machinery set up in con- 
nection with national security and de- 
fense, I believe that a law which presses 
for the development of “pilot plants’’ by 
the government to be followed by dis- 
position of these plants to private utili- 
ties would be best. In time, the develop- 
ment of plants in new areas might be 
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completely privately initiated and car- 
ried out. 

11. Private organizations are more 
efficient and effective. Also it would 
make for a slowing down of growing 
Socialism in the U. S. 

12. We should use the drive, incen- 
tive, initiative of the private sector to 
the maximum consistent with the gen- 
eral welfare. No one has shown me a 
really good reason for government 
monopoly in the area. 

13. Keep overtones of politics out. 

14. This is the only course con- 
sistent with the traditional American 
approach to power use. 

15. I see no advantage to allowing 
a government monopoly to go unregu- 
lated and I know of no way to maintain 
effective control over a government 
agency. 

16. This would place the govern- 
ment in the power business in a big 
way. No! 

17. The only excuse for the govern- 
ment to enter the field is the inability 
or the unwillingness of private enter- 
prise to do the job. 


: | ‘HE case for government development 
was stated as follows: 


1. The federal government financed 
the tremendous cost of research and de- 
velopment initially required. 

2. Atomic power will long play a 
strategic role concerning international 
politics. 

3. Power companies would logically 
come in for greater control as public 
utilities if given greater responsibility 
for developing industrial power via 
atomic energy. 
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Like Teacher Like Student 


. the field of public utilities has been defined by the courts. It repre- 
sents an areca where government regulation is accepted as necessary by 
academicians and practitioners alike. Public policy which involves a degree 
of government control as well as some parallel ownership of productive 


where opposing views may become 


sharply focused. It is the belief of the writer that what ‘the teacher thinks’ 

will determine in a majority of instances what the student thinks. Educa- 

tion is not just an assimilation of facts and figures arranged in the order 
of a filing cabinet.” 








4. The federal government is in a 
position to emphasize ownership by its 
ownership of the sources of energy. 

5. It is a costly project. Only large 
firms could undertake it and this would 
make for greater concentration of 
power in the hands of few companies. 

6. It would eliminate duplication of 
effort. 

7. Place the main responsibility for 
peacetime atomic energy development 
in the hands of government to obtain 
the widest possible distribution to the 
public of the of industrial 
atomic energy development. 

8. Patents from 


benefits 


flowing federally 
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financed research should not be given to 
private utilities. 

9. We believe it to be a perversion 
of political morality for private utilities 
to be the beneficiaries, reaping when 
they have not sowed and actually handi- 
capping the public welfare by their 
feeble developmental policies. 

10. Nuclear waste problems dictate 
government ownership. 

11. Government yardstick 
would be useful. 

12. Because defense is so important, 
nothing should be allowed to put na- 
tional security in jeopardy. It seems 
that atomic energy is to be our chief 


plants 
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war weapon so the government should 
keep control. 


‘ | ‘HOSE favoring a joint atomic devel- 
opment program note that 


1. I see no reason why both public 
and private resources should not be 
used in the development of atomic fa- 
cilities. Both are. needed—the financial 
resources of the federal government 
plus the drive of private enterprise. 

2. Let’s protect the consumer by 
joint action. 

3. Fullest development can come 
only through joint endeavor. 

4. The endeavor should be a joint 
one with a pooling of knowledge—a 
free interchange of efforts, ideas, and 
conclusions. 

5. A middle way is needed. Private 


industry is not ready financially to de- 
velop atomic energy and I would not 
want a governmental monopoly born. 


6. Both — checks and _ balances 
through alternative modes of develop- 
ment competing for use. 


The ideas expressed above represent a 
cross section of academic thinking from 
coast to coast by those who are presum- 
ably most skilled in the public utility field 
in academic circles. It seems likely that the 
classroom blackboards will contain many 
of these concepts. 


Power Development as Exemplified 
By the “Partnership Policy” 


HERE was a variety of opinion on 
this particular question. Twenty- 
seven favored multipurpose dams, twenty- 
two opposed, while fifteen expressed no 
opinion. 
MAY 23, 1957 


Those favoring the partnership policy 
stated the case as follows: 


1. The partnership policy appears to 
be an equitable “out” of the public 
versus private controversy. The con- 
test between public and private is block- 
ing many worthy projects. 


2. Private power tends to “cream” 
off the more lucrative possibilities. The 
partnership doctrine could utilize the 
private initiative and combine it with 
public direction. 


3. Federal ownership of TVA offers 
no inherent economies not fully avail- 
able under private ownership. The 
lower rates offered by government op- 
eration result from a subsidy of capital 
charges and federal tax exemption, lux- 
uries we cannot afford in the present 
state of the federal budget. 


4. If we are going to continue to 
have large federal hydro projects such 
as TVA and Bonneville, then we need 
to repeal or amend § 10, a, b, and c of 
the Federal Power Act. 

5. The partnership policy would ap- 
pear to be the way out from continued 
federal borrowing where private cor- 
porations are able and willing to finance 
cost of power facilities. Various aspects 
of the partnership proposal need clarifi- 
cation, such as revenues in lieu of local 
taxes, co-operatives, and low-cost 
power, etc. 


6. The partnership policy is sound 
in theory. Most resource development 
in the U. S. has resulted from a combi- 
nation of public and private effort. 


7. With the partnership policy 
power generation could pay the full eco- 
nomic cost, including taxes. 
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8. Partnership agreements prevent a 
government monopoly. 

9. This is a promising development 
and one that should be continued pro- 
vided some method can be devised for 
appropriate cost allocation. 

10.. It is the only logical develop- 
ment consistent with our traditional 
utility philosophy. 

11. Some multipurpose dams in the 
Pacific Northwest seem to involve ex- 
cessive expenditure for irrigation and 
navigation with the costs hidden in the 
power sector. Including private com- 
panies in the systems will help to make 
plain the separate costs and reduce the 
waste which some of the public projects 
have involved. 


( pon who opposed the multipurpose 
dams as exemplified by the partner- 
ship policy made the following comments : 


1. Let all utility power development 
(TVA, Columbia river, etc.) be wholly 
in the hands of private firms regulated 
as utilities. I would recommend that the 
government sell its holdings to private 
firms. There is a need for the develop- 
ment of irrigation, drainage projects, 
etc., in the area of the dams. In the 
event the utility firms do not wish this 
responsibility let the government do it 
through private default. 


q 
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2. The partnership policy is not 
likely to be good for anyone except the 
power interests. Private people are not 
very interested in any of the purposes 
other than electric production. 

3. I have not much sympathy for 
the partnership policy, believe it to be 
inadequate at best; at worst phony. 

4. The concept of a partnership is 
nonsense. Multipurpose dams are not 
profitable structures in any sense except 
the social sense. 

5. The partnership policy has, in my 
opinion, nothing to justify it except 
political expediency. 

6. Thus far the multipurpose dam 
has been largely fraud and pretense 
since multipurpose can serve neither. 

7. Objectives of the nation and pri- 
vate power companies are unlikely to 
coincide. 

8. Private development much pre- 
ferred to government integration. The 
government should enter no more than 
necessary. 

9. Division of ownership will not 
be for the best interest of either private 
or public. 

10. The history of multipurpose 
dams indicates it is almost impossible 
to determine the actual costs of the util- 
ity services. This situation lends itself 
to political exploitation of many multi- 


“THE U.S. Supreme Court in this country is the final arbitra- 
tor on what is or what is not a public utility. In Munn v. Illi- 
nois (1877) ... is found the court’s first significant statement 


as to what was to be considered to be a public utility. ‘They 


stand, to use . 


. . the language of their counsel, in the very 


“gateway of commerce” and take toll from all who pass.’ From 
the Munn case the public concept was broadened, refined, and 


explored in a succession of other cases... 
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purposes which cannot be justified by 
their own merit. 

11. I doubt that the so-called part- 
nership policy will work in practice be- 
cause of the difficulty in allocating joint 
costs and the nonacceptance of the idea 
by many people. Local interests prefer 
the low rates of government projects to 
encourage industrial plants to locate in 
the area. They are not so concerned 
with the arguments of tax injustice to 
private utilities. 

12. From an engineering point of 
view, there is no such thing as a multi- 
purpose dam. 


Thus speak U. S. public utility acad- 
emicians on the partnership concept. 


HE leading textbooks in the field are 

of interest. In his preface Clemens 
cites “a belief in continuous disciplined 
competition between public and private 
ownership although not necessarily of the 
birch rod type.” In the concluding chap- 
ter in his book Clemens states : 


Within the electric utility industry 
the tide of public ownership has risen 
high. To what extent it will recede, if 
it will recede at all, is difficult to say. 
But significant elements in the pattern 
of American thinking, institutions in 
themselves, warn us against extending 
the historical trend too far in the fu- 
Ture... 

The first is the traditional American 
distrust of centralization of governmen- 
tal power—indeed a distrust of any 
great power in government. ... 

A second element in the pattern of 
American thinking that may block the 
development of public projects is the 
well-fostered belief in the efficiency of 
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private enterprise and the inefficiency 
of government enterprise. .. . 

The third element in the pattern of 
American thinking that may prevent 
the fullest development of public own- 
ership is the traditional belief in com- 
petition—a belief that is much stronger 
than the belief in either government 
ownership or government regulation. 
Such a pattern of thought may stop the 
drift towards public ownership once the 
public project has made its competitive 
influence felt in a real and certain man- 
ner. It is not beyond belief that the pri- 
vately owned utility industry may insist 
that its healthy survival is necessary as 
a yardstick to measure the performance 
of public ownership. . . . 

What can we conclude about public 
versus private ownership? Enough has 
been said to demonstrate that public 
ownership can be successful if it has 
real leadership and provided the institu- 
tional environment is favorable. But 
where the public is nothing more than 
an inert, supine mass, incapable of the 
positive measures necessary to secure 
and protect good management, public 
ownership is likely to fail, and the last 
position is worse than the first. It may 
well be questioned whether the Ameri- 
can people are yet willing to abandon a 
traditional institution—the belief in 
competition—in favor of monopolistic 
public enterprise. Private enterprise 
must remain vigorous to afford a con- 
tinuous competitive challenge and an 
ever-present alternative under condi- 
tions of fair competition.‘ 


| eau Troxel in his concluding chap- 
ter observes that 


4 Ibid., pp. 678-680. 
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Some people reject the public owner- 
ship movement of the federal govern- 
ment because it is based in large part 
on political feelings. Like businessmen, 
they want careful consideration of the 
prospective revenue, management, use- 
fulness, and tax incidence of each im- 
provement. Attention to economical in- 
vestments and efficient management is 
commendable; and Congress can use 
more of it. But municipal, state, or fed- 
eral production of electricity or any 
other commodity obviously cannot be 
disassociated from the political en- 
vironment that allows it to develop and 
to exist. At any rate, the general accept- 
ance of public ownership is increasing, 
and a continuing expansion of the fed- 
eral program seems to be assured. Per- 
sons who receive service from the sev- 
eral projects naturally give strong sup- 
port to the program; and other voters 
either anticipate similar improvements 
in their regions or are not sharply 
opposed to public electric service. A 
choice between private and public pro- 
duction of electricity is not even a 
minor issue in presidential campaigns. 
More’ water-control improvements, 
combining electricity production with 
other services, will be built. Federal 
government departments, regional or- 
ganizations, and local civic groups will 
propose many more undertakings; and 
additional projects will be constructed 
as general public improvements, or as 
parts of a job-creating program of pub- 
lic works. These undertakings will lead 
the way toward the social objective of 
widespread consumption rather than 
the private end of maximum profits; 
they will start a new era in public util- 
ity service despite the social inefficien- 


cies caution, and business-mindedness 
of their political sponsors and man- 
agers.® 


Clair Wilcox puts it as follows: 


The most serious obstacle to a 
further extension of public ownership 
and operation lies in the state of public 
opinion. The American people, in years 
of prosperity, look upon public enter- 
prise with suspicion and upon private 
enterprise with admiration or, at least, 
with tolerance... . 

Most popular discussion is con- 

cerned, not with the socialization of 
private enterprise, but with the privati- 
zation of public enterprise. And the 
swing of the pendulum is unlikely to 
be reversed by anything less than a ma- 
jor depression or another war... . The 
direction of movement in the United 
States today is from public to private 
enterprise. 
. . . There is no clear rule that can be 
laid down to govern such a choice. 
Public enterprise and regulation both 
have their advantages and disadvan- 
tages. It cannot be said that one would 
always work better than the other. It 
may even be impossible to predict, with 
any confidence, which would be better 
in a particular case. One point, how- 
ever, can be made. It is desirable to 
have the two controls in operation side 
by side, so that each may be stimulated 
by the example of the other, and both 
judged by comparing their perform- 
ances. In this way, competition may 
operate to serve the public interest.® 


5 Troxel, Emery, Economics of Public Utilities, 


Rinehart & Co. New York, 1947, pp. 799, 800. 


6 Wilcox, Clair, Public Policies toward Business, 


Richard Irwin, Inc. Chicago, 1955, pp. 726, 760, 
763, 856. 
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Briefly, then, this appears to be the phi- 
losophy of three books which (as far as 
the writer can ascertain) dominate the 
field as textbooks at the present time. 


Effectiveness of Commission Regulation 


© my of the most widely discussed sub- 
jects in public utilities is that of com- 

mission regulation. Below is summarized 

the thinking of the teachers in the field: 


1. Federal commissions are more ef- 
fective than state commissions which 
are apt to be handicapped by weak or 
ineffectual laws. They may lack ade- 
quate funds for investigation along 
with shortage of personnel. This is un- 
fair to the public as well as the utility. 

2. Commissions are growing in 
stature and their accumulated knowl- 
edge will prove even more effective 
than in the past. The Hope Natural Gas 
Company case in my opinion has raised 
generally the effectiveness of the vari- 
ous commissions. 

3. It is my impression that commis- 
sion regulation has been most effective 
as follows (in order of decreasing ef- 
fectiveness): urban transit, electric, 
telephone, natural gas. 

4. Commissions may be seriously 
handicapped because of their political 
nature. 

5. Less than perfect, better than 
either nonregulation or complete na- 
tionalization. There is need for a wider 
recognition of the objectives of regula- 
tion, more independence of the commis- 
sion, greater strength in personnel, and 
greater public interest in the results. 

6. Utilities are more protected than 
the public is protected from them. 

7. Need improvement especially 
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where commissions are tied to certain 
valuation concepts. 

8. Only moderately successful in 
protection of the consumer interest and 
that judgment weakened in view of the 
range of differences in commission ef- 
fectiveness in terms of knowledge of 
problems and technical aspects of utili- 
ties, willingness to enforce regulatory 
law. 

9. The citizens of a state get the 
kind of government the majority wants. 
When commissions are given adequate 
budgets and adequate authority (Wis- 
consin, for example) their efficiency is 
on a par with other divisions of gov- 
ernment. 

10. Reasonably effective in all but a 
few states. 

11. Effectiveness varies from field 
to field. It is common knowledge that 
urban transit industry was ruined 
through its regulation. 

12. I recommend a careful reading 
of the book, Regulating Business by 
Independent Commissions by M. H. 
Bernstein, Princeton University Press. 

13. In general, regulation is becom- 
ing inadequate. 

14. State regulation is effective in 
terms of the willingness of the state leg- 
islatures to give commissions authority 
and reasonably adequate appropriations 
to carry out their purpose. 

15. Commission regulation tends to 
suffer from two opposite problems—in 
some cases it has tended to be much 
too severe, preventing utilities from 
earning an adequate rate of return and 
taking up a good deal of the time and 
energy of the utility officers in pro- 
longed hearings. In other cases it has 
been much too lenient. 
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16. For legislative and quasi-judi- 
cial functions, the commission is rea- 
sonably effective in the utilities field. It 
is not effective as an administrative 
body. 

17. Not too effective. The commis- 
sion often becomes the spokesman for 
the industry it is supposed to be regu- 
lating. 

18. With the exception of natural 
gas, there has been greater sense of re- 
sponsibility on the part of utility man- 
agement, hence, the task of commis- 
sions has been made easier. 

19. Ineffectual prior to thirties, im- 
proving all the time. 

20. Regulation of public utilities by 
commission is the outstanding example 
of successful government regulation of 
economic activity in this country. 


|. enone there was not complete 

agreement, probably 90 per cent of 
the respondents believed commission reg- 
ulation to be reasonably effective although 


the commission ‘hand’ should be 
strengthened in terms of budget and per- 
sonnel. The comments above are repre- 
sentative of the thinking of public utility 
teachers of the U. S. on commission ef- 
fectiveness. 

Professor Eli Clemens in his widely 
used book evaluated commissions as fol- 
lows: 


With the development of the field of 
public administration the administra- 
tive commission must be viewed as an 
economic and political institution like 
corporations, become going concerns, 
the multiple products of exterior and 
interior forces. From the exterior a 
commission is shaped by the political 


character of the people of the state, by 
the development or fortuitous uncover- 
ing of great leaders or administrators, 
by history and tradition, and by the 
ameliorating and modifying influence 
of other institutions such as labor 
unions, political parties, farm organiza- 
tions, the press, and educational, reli- 
gious, and judicial systems. 

. . . Internally, a commission is shaped 
by the character of its members and 
staff and by the way they work to- 
gether. Effectiveness depends in part 
upon its working rules and procedures. 
Where traditional relationships are 
good and firmly established each mem- 
ber works in confident knowledge of his 
exact position in the whole. Where the 
working rules are bad, action is stulti- 
fied. Where procedures and methods 
are in a state of flux there may be some 
temporary inefficiency; a commission 
must sometimes go through a “shak- 
ing-down” period. Thus the concept of 
a going commission is similar to that 
of a going concern.” 


a author, Herman H. Trachsel, 
comments as follows: 

There seems to be a widespread con- 
viction that regulation of public utili- 
ties by state public service commissions 
is far less effective than it should be if 
the public interest is to be adequately 
protected. The aims and purposes for 
which the commissions were estab- 
lished have not been realized. In fact, 
many critics go so far as to say there 
has been a complete breakdown in state 
regulation.® 
7 Clemens, Eli Winston, Economics and Public 

Utilities, p. 421. 


8 Trachsel, Herman H., Public Utility Regula- 
tion, Richard D. Irwin, Inc. Chicago, 1947, p. 146. 
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Troxel makes the following statement: 


Although state commission regula- 
tion of utility industries is an improve- 
ment on what local governments and 
franchises can provide, it is still, as the 
organization deficiencies described here 
show, far short of good social control. 
... the organization of state regulation 
is noticeably static, nonaggressive, and 
incomplete.® 


Performance of U. S. Privately Owned 
Utilities versus Nationalized 
Utilities Abroad 


7 is not much to be said about 
this particular question. Few ven- 
tured an opinion. Those who declared 
themselves believed U. S. privately owned 
utilities to be as efficient or to be superior 
in performance to foreign nationalized 
utilities. No one expressed a view to the 
contrary. 
A dearth of information in this area 
characterized the answers submitted to 
this question. 


Government or Private Ownership of 
Utility Facilities—Student Opinion 


The response was with the exception of 
one respondent—privately owned. This is 
not to say, however, that some students 


9 Troxel, Emery, Economics of Public Utilities, 
pp. 87, 88. 


do not favor governmental ownership— 
some do. On balance, however, it was for 
a system of privately owned utilities pub- 
licly regulated. 

“Private ownership 10-1.” “Four to 
one in favor of private.” “Scepticism to- 
ward government ownership seems to me 
to be more general.’ “To the extent one 
has business majors with a middle-class 
background, private ownership tends to 
be favored.” 

A number commented that students 
were singularly uninformed in the area. 
In some instances students from the Pa- 
cific Northwest and the TVA area, ex- 
pressed views favoring governmental 
ownership. On the other hand, “Kindly 
remember that this answer comes from a 
federal tax-paying not tax-receiving (on 
balance) Pennsylvania. Private ownership 
and operation is strongly favored here 
and this attitude is found among my stu- 


, 


dents.’ 


Conclusion 


Teachers, textbooks, and classrooms 
mirror a generation’s economic and social 
philosophy in the present and point to the 
future. Some may regard the comments 
expressed by the “professors” as a “Phoe- 
nix arising from the ashes or a dove re- 
appearing after many days.” Be that as it 
may, this is the thinking of those who 
frequent the campuses in the U. S. today. 





“.. . this Country is moving rapidly away from individualistic 
capitalism toward a very peculiar mixed system in which the gov- 
ernment exercises a control over individual earnings not only 
through the punitive graduated income tax, but by various social 
controls which leave little to individual judgment.” 
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—GeEorcE E. Soxotsky, 
Columnist. 














Our Defective Federal Project 
Power Marketing Law 


In the first of his 2-part series, this author described the 30-year contract 
which a former Secretary of Interior, Oscar Chapman, signed in 1952 to 
furnish power to Reynolds Metals Company in combination with Arkansas 
Power & Light Company. In this instalment, the author discusses what can 
and should be done about the entirely unworkable provision (§ 5) of the Flood 
Control Act, which has caused the parties concerned so much difficulty so 
far and will probably cause more trouble before Congress passes remedtal 
legislation. 


Part Il. What Can Be Done about It? 


By ROBB M. WINSBOROUGH* 
VICE PRESIDENT, MIDDLE WEST SERVICE 
COMPANY 


T is difficult to see how Arkansas 
Power & Light Company and Reyn- 
olds Metals Company could have done 

anything more than they did do to attempt 
to make certain their actions were legal. 
First, they were urged on by their own 
government. Second, they dealt with a le- 
gally constituted authority, the duly ap- 
pointed Secretary of the Interior who is 
authorized under § 5 of the Flood Control 
Act to be the marketing agent for hydro- 
electric energy from reservoir projects. 


*For additional note, see “Pages with the Edi- 
tors.” 


Third, they successfully obtained the ap- 
proval of the Federal Power Commission 
which is specified as the agency which 
must give approval and confirmation to 
the rates in power contracts of the kind 
they were making. Fourth, Reynolds 
Metals Company had the contract re- 
viewed by competent attorneys of banks, 
insurance companies, and financial firms 
that were interested in lending money for 
the construction of the aluminum facili- 
ties for which a legal long-term power 
contract was a critical essential. Fifth, 
Reynolds Metals Company and Arkansas 
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Power & Light Company each invested 
substantial sums of money to carry out 
the contract they had made to perform an 
act which the government desired them to 
perform. The Department of the Interior 
made seven separate supplemental agree- 
ments to the contract, each of which im- 
plied the continuing legality and validity 
of the agreement. 


i § 5 is so ambiguous as to permit re- 

pudiation of a contract made with such 
care and such evident good intentions by 
all parties to the contract, including the 
government, then § 5 is a bad law and 
should be repealed and replaced by a law 
that is not subject to such contradictory 
interpretations. 

For different reasons, revision and 
clarification of § 5 is also the recommen- 
dation of the Comptroller General of the 
United States. 

The Speaker of the House of Repre- 
sentatives and the President of the Senate 
each received copies of the Comptroller 
General’s audit report of SPA for the fis- 
cal year 1955. It was the first such audit 
to combine power-generating, marketing, 
and related activities of the Corps of En- 
gineers and the Southwestern Power Ad- 
ministration in the Arkansas, White, and 
Red river basins, including the Whitney 
(Texas) project. 

In the letter of transmittal which ac- 
companied the audit report, the Comp- 
troller General of the United States says: 


The report contains matters for con- 
sideration by the Congress having to 
do with allocations to power and non- 
power purposes of construction costs of 
the projects. 
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The report also shows that power 
revenues have not met the requirements 
of § 5 of the Flood Control Act of 1944, 

Also, the report includes recommen- 
dations to the Chief of Engineers and 
the Secretary of the Interior on estab- 
lishing policies jointly for accounting 
and financial practices necessary to pre- 
sent fairly the financial position of and 
results from the government’s water re- 
source operations. 


HE area in which the Southwestern 
Power Administration operation oc- 
curs can be roughly described as the rec- 
tangle formed by the cities of St. Louis, 
Kansas City, San Antonio, and New Or- 
leans. The area is about 375,000 square 
miles, with a population of roughly 22.5 
million people. SPA serves the total or 
partial power requirements of about 2 mil- 
lion of this population.’® The multipur- 
pose projects authorized in the area will 
have an ultimate installed generating ca- 
pacity of 1,774,035 kilowatts.” At the 
time of the Comptroller General’s audit 
for the fiscal year ended June 30, 1955, 
426,000 kilowatts had been installed and 
175,000 kilowatts were being installed. 
The principal findings and recommen- 
dations of the Comptroller General in- 
clude these: 


66 l Allocation of construction costs in 

* multiple-purpose projects. Laws 
forming the basis for the federal water 
resources program do not provide precise 
policies or criteria to be applied for alloca- 
tion of construction costs of multiple- 
purpose projects and for the establishment 
of rates for commercial power. For most 
authorizations of multiple-purpose proj- 
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ects where one agency is authorized to con- 
struct the project and another agency is 
authorized to market the products of the 
project, the agency ultimately responsible 
for making the allocations to purposes is 
not specifically designated. . . . Section 5 of 
the Flood Control Act of 1944 provides 
that the Federal Power Commission shall 
confirm and approve rates for power gen- 
erated at Corps of Engineers projects, but 
designation of the commission for making 
the allocations of construction costs has 
been made specifically in only a few proj- 
ect authorizations. 

“We believe that the lack of policies 
and criteria to be applied in making allo- 
cations of construction costs and existing 
confusion on responsibility for making 
these allocations should be resolved by 
legislative action. 

66 AccoRDINGLY, we are recommending 

that the Congress provide policies 
and criteria to be applied for making allo- 
cations of construction costs of multiple- 
purpose projects, the results of which 
serve as the basis for establishing rates for 
commercial power. We are recommending 
also that the Congress designate specifical- 
ly the agency to make the allocation where 
one agency is authorized to construct the 


| 
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project and another agency is authorized 
to market the products of the project. The 
Congress may also wish to clarify the role 
of the Federal Power Commission to 
make these allocations for future multiple- 
purpose projects, including power. 


CC Revenues not sufficient to cover all 

pA costs. As in previous years, the 
revenues in fiscal year 1955 were not suffi- 
cient to cover the costs of producing elec- 
tric energy and to amortize the govern- 
ment’s investment applicable to power in 
accordance with the requirements of § 5 
of the Flood Control Act of 1944. 


‘a4 Costs incurred by Corps of Engi- 

3 neers in preliminary surveys and 
investigations not included in project cost. 
Under the accounting procedures of the 
Corps of Engineers, costs incurred in con- 


ducting preliminary investigations and 
surveys are not included as part of the 
costs of the project, when built. To pro- 
vide for an adequate disclosure of total 
project costs and to permit consideration 
of all proper costs for allocation of total 
construction cost to purposes, we are rec- 
ommending that the Corps of Engineers 
include an appropriate share of these costs 
as costs of the project. 


“THE area in which the Southwestern Power Administration 
operation occurs can be roughly described as the rectangle 
formed by the cities of St. Louis, Kansas City, San Antonio, 


and New Orleans. The area is about 375,000 square miles, with 
a population of roughly 22.5 million people. SPA serves the 
total or partial power requirements of about 2 million of this 
population. The multipurpose projects authorized in the area 
will have an ultimate installed generating capacity of 1,774,035 


kilowatts.” 


751 
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¢¢ Revenues paid over to states not 

* charged to projects. Under the 
provisions of the Flood Control Act of 
1941, as amended (33USC701C-3), 75 
per cent of the moneys received during 
any fiscal year 6n account of the leasing 
of lands required for flood control, navi- 
gation, and allied purposes are returned 
to the states in which the lands are lo- 
cated. The gross revenues are credited to 
projects in the accounting records of the 
district office of the Corps, but the pay- 
ments to the states are disbursed and 
recorded at the office of the Chief, Wash- 
ington, D. C. 

“We are recommending that the reve- 
nues from reservoir lands paid over to 
states be recorded in the accounts of the 
projects at the district offices.”” (The audit 
report shows on page 38 that operation 
and maintenance expense of the projects 
in SPA were improperly reduced by 
$733,040 because of the mishandling of 
this item. ) 


“— Accounting and financial policies. 
® The financial statements included 
in this report present for the first timie on 
a combined basis all the assets and liabili- 
ties of the multiple-purpose projects (in- 
cluding those under construction) of the 
Corps of Engineers in the Arkansas, 
White, and Red river basins, including 
the Whitney project and the Southwest- 
ern Power Administration, the marketing 
agent. However, until construction cost 
allocations to power and nonpower pur- 
poses are final and the Corps of Engineers 
and the Department of the Interior reach 
agreement on certain accounting and 
financial policies, financial statements can- 
not be presented that fairly show the 
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financial position and financial results of 
operations of the Arkansas, White, and 
Red river basins power system and related 
activities. 

“We are recommending that the Chief 
of Engineers and the Secretary of the In- 
terior jointly establish comparable policies 
and apply practices thereunder uniformly 
and consistently on: 


a. Allocations to power and non- 
power purposes of joint costs and ex- 
penses of operating and maintaining 
multiple-purpose projects. 

b. Provisions for depreciation on 
plant in service, and allocation of the 
provision on multiple-purpose plant to 
purposes. 

c. Computation and recording in- 
terest on the federal investment in com- 
mercial power and municipal and in- 
dustrial water facilities. 


“The establishment jointly of compara- 
ble policies and effective application of 
them by each agency is necessary before 
financial statements of the government’s 
water resource operations can be fairly 
presented. 

“General agreement has been reached 
between the Department of the Interior, 
Corps of Engineers, Federal Power Com- 
mission, and General Accounting Office 
on the use of simple interest during con- 
struction and the proportionate method of 
accounting for the operation of joint fa- 
cilities on multiple-purpose projects. 

“We are recommending also that finan- 
cial statements be designed specifically to 
show the status of repayment of the fed- 
eral investment based on memorandum 
records for schedule repayment require- 
ments.” 
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SPA’s Sales Problem 


c¢ HE basic reason why SPA is in financial trouble is that SPA has 

been trying to sell something it does not have. It has been selling 
electric service on the basis of 4,000 to 5,000 hours’ use of generating 
capacity when its available water will only provide about 2,000 hours’ 
use. SPA has been doing this because it is trying to fulfill a utility respon- 
sibility instead of marketing surplus hydroelectric power, as § 5 provides. 
The Comptroller General has suggested the only available cure for this 
difficulty. It is a legislative remedy by the Congress specifying sound fiscal 
and accounting practices for multipurpose projects in place of the am- 

biguities and the discrimination now embodied in § 5.” 








Cc pages 22 and 23 of the audit report allocation of costs of multipurpose 

of SPA the Comptroller General projects, the results of which serve as 
again said: the basis for establishing rates for com- 
mercial power. In addition to establish- 
ing policies and criteria for cost alloca- 
tions, we believe that the new legisla- 
tion should also provide for (1) period 
of repayment of construction costs, (2) 
rates of interest, and (3) subsidies to 
nonpower purposes. 


At the present time the federal water 
resource program is based on a large 
number of laws that are administered 
by several agencies. These laws do not 
provide uniform policies or criteria 
that are fundamental in carrying out 
the program. 

We believe that the water resources The Comptroller General’s audit report 
program could be more effectively ad- of SPA has presented sufficient detailed 
ministered if the Congress provided proof of the inadequacy of the present 
policies and criteria to be applied for federal laws concerning the water re- 
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sources program. No government agency 
has the clear-cut responsibility for allocat- 
ing construction costs to various portions 
of the multipurpose projects. Neither has 
Congress set forth the principles which 
should be applied in making the determi- 
nation. 


_ 5 of the Flood Control Act of 

1944 is highly ambiguous and greatly 
lacking in definition. It says the Depart- 
ment of the Interior shall market the sur- 
plus power and energy generated at the 
Army’s reservoir projects and that the 
Federal Power Commission must confirm 
and approve the rates before they can be- 
come effective. It states that “Rate sched- 
ules shall be drawn having due regard to 
the recovery . . . of the cost of producing 
and transmitting such electric energy, in- 
cluding the amortization of the capital in- 
vestment allocated to power over a rea- 
sonable period of years.” It does not de- 
fine “a reasonable period of years.” It 
does not specify what the rate of interest 
shall be. It does not prescribe the agency 
or the method to be used in allocating the 
power investment. 

Section 5 has other weaknesses. Be- 
cause of its ambiguity it has been made 
into a vehicle for advancing government 
ownership and operation in the electric 
light and power business. 


PA has made 40-year contracts with a 

group of generating and transmitting 
super co-operatives. Under these con- 
tracts, the G&T co-operatives borrowed 
money from the Rural Electrification Ad- 
ministration in Washington, D. C., and 
built steam power plants with a capacity 


MAY 23, 1957 


of 85,000 kilowatts. They also borrowed 
money and built the transmission lines 
necessary to integrate these steam-gener- 
ating plants with the transmission system 
of SPA. The total obligation of the co- 
operatives for this work was approxi- 
mately $65 million. SPA made contracts 
with the co-operatives under which SPA 
purchased the total output of the steam- 
generating stations and originally agreed 
also to operate the transmission system. 
Subsequently, SPA was required to re- 
turn operation of the transmission system 
to the co-operatives. The co-operatives 
now operate the transmission system and 
generating plants and SPA pays the cost, 
buys all the steam power generated and 
sells back to the co-operatives some of the 
steam power from their own stations and 
some SPA hydro power. 

By this method SPA was able to obtain 
85,000 kilowatts of steam power capacity 
although the Congress had refused previ- 
ous requests to authorize direct construc- 
tion of steam power plants by SPA. 
Using REA money, the G&T co-opera- 
tives and SPA were able to accomplish a 
result which Congress had previously de- 
nied to SPA. 

Section 5 states that “Electric power 
and energy generated at reservoir proj- 
ects” shall be delivered to the Secretary 
of the Interior who shall transmit and 
dispose of such power and energy. Obvi- 
ously, the only electric power and energy 
which can be generated at reservoir proj- 
ects is hydroelectric energy. 


™ spite of that, the ambiguity of the lan- 
guage in § 5 is so great that § 5 has 
been used as authorization for the pur- 
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chase of steam power. The method is indi- 
cated in the following excerpt from the 
hearing on the Southwestern Power Ad- 
ministration appropriations for 1956, be- 
fore the Subcommittee on Public Works 
of the Appropriations Committee, House 
of Representatives :"* 


Mr. Puiutrs (of California). What 
I am going back to is the original intent 
as expressed to the Congress. And in 
order that Mr. Wright (SPA Adminis- 
trator) may be thinking of his answer, 
it was testified last night, I think by 
Mr. Cannon and confirmed by you, Mr. 
Wright, that you have to have more 
power; you have to have supplemental 
steam power; that you cannot operate 
dams like this without supplemental 
steam power. 

Will you tell me, without making me 
read all this fine print, where is the au- 
thorization in this Executive Order 
which authorizes you, in this project, 
to build steam plants, or to purchase 
steam power—where the purchase of 
steam power is authorized to supple- 
ment what you were told to market as 
the surplus electric energy? 


e 


Mr. Wricut. The authority is just 
in the Flood Control Act of 1944 itself, 
which says this power must be mar- 
keted in accordance with sound busi- 
ness principles to secure the most wide- 
spread use thereof, with preference of 
same given to co-operatives, public 
bodies, federal agencies, and private 
companies in the area and to carry out 
the duties of the Secretary with respect 
to flood control. 


You can only market this peaking 
power to those people if you integrate 
it with thermal-produced power. The 
projects were designed so that you 
either operate with thermal-produced 
power, or you do not use one-half of 
the generators that go in them. 

Mr. Puiturrs. I cannot find it in 
here, but taking your word, you say the 
Administrator is designated as the mar- 
keting agent for the surplus electric 
energy, and that is interpreted by you 
to mean, if there is not enough surplus 
electric energy to sell, you are author- 
ized and obligated, to go out and buy 
steam power in order to supplement 
that? 


customers. In order for them to enjoy the special subsidy pro- 


q “Section 5 has created a specially privileged class of preferred 


vided to them by § 5, SPA contends it must arrange to pro- 
vide full utility service. Therefore SPA construes § 5 to mean 
that SPA must acquire steam power capacity to make up for 
the deficiencies of tts hydroelectric capacity. This converts SPA 
from a profitable peaking power sales operation to an unprofit- 
able utility operation. The result 1s that the government has 
been losing at the rate of more than $1 million a year from — 
the start of the project, and in fiscal year 1955 lost more than 


$5 million.” 


755 
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Mr. Wricut. That is correct. 

Mr. Puitiips. Now was that the 
Corps’ conception when they built these 
plants ? 

CoLOoNEL WHIPPLE (of Corps of 
Engineers). I do not believe anybody 
in the Corps, when they planned these 
plants, contemplated the federal gov- 
ernment buying more power in order 
to sell the power produced from these 
projects. I do not believe that was 
thought of, and certainly they did not 
think in terms of steam power. They 
did, however, during the planning of 
the projects, work out the most valu- 
able power which could be produced 
from the projects, and the majority of 
those projects are in an area where they 
can best be used, most economically be 
used, if they produce the most valuable 
power from the site, which is peaking 
power. 


tesco Whipple stated clearly that 

the Corps of Engineers had no 
thought of steam power being purchased 
to supplement the hydroelectric power. 
Nevertheless, Mr. Wright states that, in 
his opinion, “sound business principles” 
require him to purchase supplementary 
steam power to reinforce undependable 
hydroelectric energy. 

The total investment of the United 
States in power facilities in the projects 
of the Southwestern Power Administra- 
tion is approximately $205 million. The 
installed generating capacity at the end of 
1956 was more than 500,000 kilowatts. 
During the year 1956, the electric energy 
generated at these projects was over 500 
million kilowatt-hours. That amount of 
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power and energy is worth approximately 
$8 million annually.”® 

The electric light and power companies 
in the territory of the Southwestern 
Power Administration would take de- 
livery of the power and energy and pay 
more than $8 million a year for it, at the 
dam sites. 

Instead of receiving $8 million a year 
for sale of the power without transmission 
expense, the government lost more than 
$1.9 million on the operation in 1955, and 
failed by more than $5 million to meet the 
amortization requirements. 

The only reason for this disastrous 
showing by the government is the desire 
of a hard core of people to use the prefer- 
ence clause in § 5 of the Flood Control 
Act of 1944 to advance the cause of gov- 
ernment ownership and socialization of 
the electric light and power industry. 


O* February 12, 1946, before any 
money was invested in government 
transmission facilities for SPA, the De- 
partment of the Interior received a joint 
offer by 11 interconnected and integrated 
private electric utility companies of the 
SPA area to purchase all power and en- 
ergy from all federal power projects in the 
SPA area at rates to be set jointly by 
FPC and the Corps of Engineers, and to 
distribute this power in accordance with 
§ 5. 

Without expenditure of any federal 
funds for transmission lines, steam gen- 
eration, or purchase of steam-generated 
power, the government would have re- 
ceived the full value of all the power and 
energy from all of the hydroelectric proj- 
ects in the SPA area. All of the REA co- 
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Squaring a Contract 


“7 is difficult to see how Arkansas 
Power & Light Company and 
Reynolds Metals Company could have 
done anything more than they did do to 
attempt to make certain their actions were 
legal. First, they were urged on by their 
own government. Second, they dealt with 
a legally constituted authority, the duly 
appointed Secretary of the Interior who 1s 
authorized under § 5 of the Flood Control 
Act to be the marketing agent for hydro- 
electric energy from reservoir projects. 
Third, they successfully obtained the ap- 
proval of the Federal Power Commission 
which is specified as the agency which 
must give approval and confirmation to 
the rates in power contracts of the kind 
they were making.” 





operatives would have received 24-hour 
electric service from a large number of 
points of connection. The G&T co-opera- 
tives would never have had to burden 
themselves with $65 million of indebted- 
ness primarily to help Southwestern 
Power Administration in its effort to 
build a large governmentally managed 


power system in the Southwest.” 


I an effort to build an enormous govern- 
ment-owned power system the South- 
western Power Administration has bur- 
dened itself with unnecessary investments 
and expenses for transmission. It has bur- 
dened itself with the purchase of steam 
power. All of this has been done in order 
to permit SPA to assume a utility func- 
tion for which it was not designed. 
Section 5 has created a specially privi- 


























leged class of preferred customers. In or- 
der for them to enjoy the special subsidy 
provided to them by § 5, SPA contends it 
must arrange to provide full utility serv- 
ice. Therefore SPA construes § 5 to mean 
that SPA must acquire steam power ca- 
pacity to make up for the deficiencies of 
its hydroelectric capacity. This converts 
SPA from a profitable peaking power 
sales operation to an unprofitable utility 
operation. The result is that the govern- 
ment has been losing at the rate of more 
than $1 million a year from the start of 
the project, and in fiscal year 1955 lost 
more than $5 million. 


S ies basic reason why SPA is in finan- 
cial trouble is that SPA has been try- 
ing to sell something it does not have. It 
has been selling electric service on the 
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basis of 4,000 to 5,000 hours’ use of gen- 
erating capacity when its available water 
will only provide about 2,000 hours’ use. 
SPA has been doing this because it is 
trying to fulfill a utility responsibility in- 
stead of marketing surplus hydroelectric 
power, as § 5 provides. 


e 


The Comptroller General has suggested 
the only available cure for this difficulty, 
It is a legislative remedy by the Congress 
specifying sound fiscal and accounting 
practices for multipurpose projects in 
place of the ambiguities and the discrimi- 
nation now embodied in § 5. 


Footnotes 


16 Public Works Appropriations for 1956. Hear- 
ings before the Subcommittee of the Committee on 
Appropriations. House of Representatives, 84th 
Congress, Ist Session, Central Section, Part 2, p. 3. 

17 Controller General’s audit report, SPA, fiscal 
year 1955, p. 2. 

18 Public Works Appropriations for 1956, Hear- 
ings before the Subcommittee of the Committee on 
Appropriations, House of Representatives, 84th 
Congress, Ist Session, Central Section, Part 2, 
Southwestern Power Administration, p. 95. 

19 At $15 per kilowatt year for demand charge 
and 14 mills per kilowatt-hour, the power and en- 
ergy would be worth $8,250,000. The actual value 
is greater. 

20 The 11 companies which signed the joint offer 
of February 12, 1946, agreed to this proposal: 
“The undersigned co-operating, interconnecting 
companies hereby offer to purchase the complete 
hydroelectric output of Denison dam, Norfolk dam, 
and Pensacola dam, and will further agree to pur- 
chase the entire hydroelectric output of all dams as 
completed under the Flood Control Act of 1944, 
the power from which, under the terms of that act, 
is to be turned over to the Southwestern Power 
Administration for sale in the area served by these 
companies. We will pay therefor a sum equal to 
the power benefits, based on the total kilowatt- 


hour output of said dams as set forth in the reports 
of the Army Engineers, on which the construction 
of all such dams was authorized by Congress. . 
Delivery from each new dam as it is completed 
and service is made available therefrom, shall be 
at the high tension terminals of the step-up trans- 
formers at the dam site.” The companies agreed to 
build at their own expense any necessary lines to 
accomplish this purpose. The co-operating com- 
panies agreed to give such preference to public 
bodies for governmental uses and to rural electric 
co-operatives, as the Congress prescribes. Co-oper- 
ating companies further agreed that they would 
pass on to all other customers any saving which 
accrued to the companies through the purchase of 
power and energy from existing and future dams, 
as they may come into service, on a basis and in 
a manner to be directed and prescribed by the 
proper regulatory bodies having jurisdiction. The 
companies signing this offer were: Arkansas 
Power & Light Company, Southwestern Gas & 
Electric Company, Public Service Company of 
Oklahoma, Arkansas-Missouri Power Company, 
Louisiana Power & Light Company, Eg 
Power & Light Company, Oklahoma Gas & Elec- 
tric Company, The Empire District Electric Com- 
pany, Oklahoma Power & Water Company, Gulf 
States Utility Company, Kansas Gas & Electric 
Company. 





Freedom from Government 


a recurring interest in states’ rights in this country is 
but a version of the recurring struggle of the individual 
throughout history to attain a measure of freedom. There is only 
one kind of freedom—freedom from government. Every acquisi- 
tion of power by government, under any pretext, is at the expense 
of individual freedom. As in the balance ‘scale of the figure of 
Justice, when the power of government goes up the power of the 


people goes down.” 


—FRrANK CHODOROV, 


Contributing Editor, Human Events. 
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Washington and 


the Utilities 


Hell’s Canyon Taxes 

_— Power Company has accused its 

congressional critics of “distortion of 
fact” in their recent attacks on the grant 
of federal tax benefits to the company. 
T. E. Roach, president of the company, 
which plans three private power dams in 
Hell’s Canyon, telegraphed a statement 
from Boise, Idaho. He denied that the 
government had “forgiven” his company 
any tax payments. 

Criticism blew up in Congress soon 
after the Office of Defense Mobilization 
ruled the company could write off in five 
years, in depreciation for federal tax pur- 
poses, much of the cost of the Oxbow and 
Brownlee dams. These two dams on the 
Snake river, together with a third planned 
by Idaho Power, would flood the site of 
a proposed federal dam favored by public 
power groups. 

In his reply Mr. Roach noted that the 
“rapid write-offs” provision of the 1951 
tax law, designed to encourage private 
construction of defense-essential plants 
during and since the Korean War, had 
been applied to thousands of projects. It is 
a partial tax postponement, not a forgive- 
ness, he said. ‘This attack [on the ODM 
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action] follows a pattern long established 
by these same people whose charges, 
claims, and insinuations failed to stand up 
before impartial commissions and courts 
in their considerations of the Idaho Power 
projects,’ Mr. Roach said. 

The intensity of criticism was obvious 
even from sources such as Senator Morse 
(Democrat, Oregon), who has never been 
particularly reticent or sparing in caustic 
comment about electric utility companies. 
He called the ODM action “another 
shocking betrayal of the public interest” 
and a “political theft of the people’s sub- 
stance.” Morse also said he “was not 
surprised by this additional act of favorit- 
ism by the administration.” He called it 
“a tremendous handout for underdevelop- 
ing the people’s resources.’’ Representa- 
tive Al Ullman (Democrat, Oregon) said 
the ODM decision was a “flagrant viola- 
tion of public interest.” He said it means 
“that the taxpayers of the nation are sub- 
sidizing the Idaho Power Company in its 
desecration of the Snake river.” 


|e gacow such emotional language 
which might turn out to be self- 
defeating, the administration showed no 
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signs of backing down on the granting of 
the tax amortization certificate. 

ODM Director Gordon Gray said that 
Idaho Power’s application for a rapid tax 
certificate met all the requirements neces- 
sary under the government’s power ex- 
pansion goal. With litigation over the 
project now out of the way, Gray said he 
could not see how in fairness and equity 
the application could be denied. Noting 
the criticism of Senator Byrd (Democrat, 
Virginia), whose opposition to the tax 
benefit award is based on his disapproval 
of the entire rapid tax amortization plan, 
Gray said the last previous certificate is- 
sued was for a $21.5 million project of 
the Virginia Electric & Power Company, 
to which Senator Byrd had raised no ob- 
jection. 

The Hell’s Canyon bloc is probably 
making some propaganda progress out 
of the tax amortization development. This 
seems to be due principally to an absence 
of any well-publicized explanation of what 
the granting of a tax amortization certifi- 
cate means. The smear word “giveaway” 
has been used very adroitly to suggest 
that somehow the federal government is 
actually turning over cash money to pub- 
lic utility companies, or, at least, forgiv- 
ing them for taxes which others have to 
pay. Because of the complicated nature of 
the rapid amortization policy it is difficult 
to get across to the public at large, just 
what is involved. 


- is not generally realized, for example, 
that the tax amortization was enacted 
during the Truman administration. (Tru- 
man called the Idaho tax decision “out- 
rageous.”) The purpose of the law was to 
promote defense plant expansion and speed 
up the national economy by a temporary 
diversion of tax funds to build more 
plants, make more jobs, create more busi- 
ness volume, and eventually even create 
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higher tax collections. Many such tax cer- 
tificates were granted to utilities prior to 
the present administration and the pro- 
gram is now just about closed down. The 
certificates are awarded, under the law, 
upon an application to, and a determina- 
tion by, the ODM that a proposed plant 
or part of it is essential to the national 
defense or supports the same. 

The application as approved by ODM 
would permit the utility to write off 65 
per cent of the cost of the Brownlee dam 
and 60 per cent of the Oxbow cost in five 
years in depreciation for federal tax pur- 
poses. Gray said the Idaho Power applica- 
tions were filed while the expansion goal 
for generating power was still in effect, 
although they were approved after the 
close, he added. The director told report- 
ers these 33 applications had been figured 
in the estimates of how much new gen- 
erating capacity would be needed to sup- 
ply present and future defense needs. 
Gray said it seemed to him that a com- 
pany that had met all the standards for 
approval could not, in equity and fairness, 
be denied its applications. He added that 
litigation on the case had been completed 
and that was a factor in his decision. 


© 
Gas Bill Prospects 


egg erent Oren Harris (Demo- 
crat, Arkansas) has said that his 
new natural gas bill has “more than a rea- 
sonable chance” of winning House ap- 
proval this year. But there are skeptics 
among Washington observers. Harris, 
chairman of the House Commerce Com- 
mittee, announced plans to start hearings, 
and these were started May 7th. He said 
they should not take too long, in view of 
extensive hearings on the same subject 
two years ago. Harris spoke before the 
Oil Institute of McMurry College. 

The chairman of the Texas Railroad 
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Commission commented that the pending 
natural gas bill that has been approved by 
President Eisenhower would still leave 
Texas producers a lot of problems. The 
congressional measure, called the O’Hara- 
Harris Bill, appeared to correct objections 
he made to the bill that was vetoed. The 
bill calls for federal price regulation on 
interstate gas, based on market value 
rather than the present standards of pub- 
lic utility price regulations. 

“T am not happy over its provisions,” 
Commission Chairman Olin Culberson 
said. “It puts in the hands of the Federal 
Power Commission the power to fix the 
price of gas at the wellhead which in my 
judgment will not assure the producer 
that he will receive a fair price as would 
be the case in free competition.” 

The new natural gas legislation pend- 
ing before Congress was described as con- 
taining the essential checks and balances 
to assure the consumer of a fair price. It 
was also described as providing necessary 
incentives to producers to continue ex- 
ploration and development of adequate 
supplies of natural gas. This position was 
expressed by William A. Dougherty, 
chairman of Consolidated Natural Gas 
Company. 

This large gas distribution company, 
which serves sections of New York, Ohio, 
Pennsylvania, and West Virginia, had op- 
posed the vetoed Harris-Fulbright Bill be- 
cause it did not correct abuses arising out 
of the so-called favored nation, spiral esca- 
lation, and other price increase clauses. 

Speaking before the New York Society 
of Security Analysts, Mr. Dougherty said 
the new legislation, proposed by Con- 
gressmen Oren Harris and Joseph P. 
O’Hara, conforms to the principles essen- 
tial in any change in the present law. 

On the Senate side, no sponsor could be 
found immediately for a bill similar to 
that introduced by Harris. Senator Ful- 


bright, cosponsor of last year’s vetoed 
Harris-Fulbright Bill, has said definitely 
that he will not lead the fight for a gas bill 
this year, although he will vote for one if 
it comes up for consideration. Lack of a 
sponsor in the Senate also slows progress. 


> 


Cooper Plan to Settle 
TV A Dispute 


A PLAN which would end the stalemate 
in TVA self-financing programs was 
presented recently to the Senate Public 
Works Subcommittee by one of the na- 
tion’s top diplomats, Senator John Sher- 
man Cooper (Republican, Kentucky). 
Proposals offered by Senator Cooper 
answer almost all the objections to TVA 
self-financing raised by members of the 
subcommittee, as well as those given the 
House committee a short time ago. 

Senator Cooper said an emergency ex- 
ists with TVA at this time, and lack of 
action would seriously impair TVA’s abil- 
ity to meet the needs for electric power of 
the area. 

“IT want to see TVA live and perform 
the functions it was created to perform— 
providing the people of the area with elec- 
tric power,” he said. 

Cooper spelled out his plan to those 
who do not want to give the board “open- 
end authority to run TVA as they see fit.” 
He proposed that the board be permitted 
to issue $750 million in bonds, during the 
next five years. This, he noted, is what 
the TVA board claims is needed. After 
five years the board could come back to 
Congress with a new proposal for ex- 
panding. 

Funds for the sale of bonds could be 
spent only in the TVA area of the past 
February, Cooper’s bill provides. But, if 
any city, county, or region wishes to get 
into the TVA power area it could do so 
by getting the consent of Congress. 
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Independent Birthday 


HE independent telephone industry 

will observe the week beginning Sun- 
day, September 8, 1957, as Independent 
Telephone Week. By proclamation of 
President Donald C. Power of the United 
States Independent Telephone Associa- 
tion, during that week some 4,400 inde- 
pendent telephone operating companies, 
serving 9 million telephones in 11,000 
communities in the United States and its 
territories, will join in celebrating the 
sixtieth anniversary of organized teleph- 
ony and the birthday of the national as- 
sociation. 

The observance will be marked by such 
activities as open houses, appropriate pub- 
licity and advertising in local newspapers 
and company publications, addresses by 
company personnel before service clubs in 
independent territory. Manufacturers of 
telephone equipment will participate, and 
a committee is preparing a special exhibit 
for the association’s national convention 
at Chicago next October when a series 
of special events will highlight the cele- 
bration. 

Today independent telephone com- 
panies have an aggregate plant investment 
of $2,325,000,000, more than 100,000 
employees, 200,000 stockholders, and pro- 
vide telephone service in 11,000 commu- 
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Telephone and 


Telegraph 


nities to people living in two-thirds of the 
geographical area of the United States, 
In his proclamation, President Power re- 
quested all independent companies, related 
organizations, and the public generally ‘to 
pause in their appointed rounds in order 
to recognize and pay tribute to the loyal 
men and women who have made our in- 
dustry great, to contemplate their achieve- 
ments extending over sixty years of the 
country’s history, to give thanks that a 
calling so essential to the public welfare 
is permitted to flourish in an atmosphere 
of freedom in a free nation, and to take 
such further action to commemorate our 
sixtieth anniversary as may seem fitting 
and proper.” 
¥ 


Highway Relocations 
A MOVE has been launched in Congress 


to block reimbursement to the states 
for the cost of relocation of utility facili- 
ties necessitated by the federal-aid high- 
way program. Representative Jones 
(Democrat, Alabama) has introduced two 
bills in the House to accomplish this pur- 
pose. Jones headed a move last year to 
prevent any reimbursement for relocation 
expense. Although it seems unlikely that 
he will be successful this year in repealing 
the provision of the Federal Aid Highway 
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Act providing for such reimbursement, 
the measures he has introduced are some 
indication of the continuing pressure of 
the “highway bloc” in Congress to pre- 
vent relocation benefits in any way pos- 
sible. 

Introduction of these bills at the pres- 
ent time was probably motivated by the 
substantial success to date of bills in vari- 
ous state legislatures to change state laws 
to allow reimbursement to be passed on to 
the utilities. The box score so far on suc- 
cessful bills now totals eight. Four bills 
approved by state legislatures have been 
vetoed by their governors. The eight new 
laws so far approved by the governors 
were passed in Georgia (government- 
owned utilities only), Idaho, Montana, 
New Mexico, North Dakota, Oklahoma, 
Tennessee, and Utah. Bills were vetoed 
by the governors of Colorado, Kansas, 
New York, and Wyoming. Fourteen bills 
have been defeated. 

Governor Harriman of New York, 
whose attitude towards utilities is thought 
to have been stiffened as the result of the 
failure of a bill he recommended restrict- 
ing the state public utilities commission to 
an original cost formula in rate regula- 
tion, said in his veto message: 

When a utility corporation is per- 
mitted to install its lines on, over, or 
under a public highway, it does so by 
grace of the state, and its occupancy is 
subject to the paramount right of the 
public in the use of the highway. It ac- 
quires no vested interest superior to 
that of the public, or in the mainte- 
nance of the highway in its present 
condition ... 


The New York and Colorado bills 
would have had the state pay for utility 
relocations on all federal-aid systems; the 
Kansas measure for relocations on the 
interstate system alone. 


Franchise Tax Issue Raised 


HE Arkansas Public Service Com- 

mission has been asked to decide 
whether municipal utility franchise tax in- 
creases should be passed on to all of a 
utility’s customers or only to the custom- 
ers in the city imposing the tax. The ques- 
tion was raised in a complaint filed with 
the commission by Southwestern Bell 
Telephone Company. MidSouth Gas 
Company has also requested a ruling on 
the same point. 

The issue was presented when the city 
of Pine Bluff recently increased South- 
western Bell’s franchise tax from $12,000 
to $25,000 a year. The company contends 
its Pine Bluff customers should have to 
pay the extra cost. Otherwise, the com- 
pany argues, all its other customers would 
have to help make this additional contri- 
bution to the operation of the Pine Bluff 
city government. 

Southwestern Bell’s complaint said that 
when the commission fixed the company’s 
rates in 1953, it allowed the company 
$182,000 as an operating expense for 
franchise taxes in all Arkansas cities it 
serves. The commission made no allow- 
ance for increases in such taxes. As a 
result, the company said, permitting this 
extra charge as an operating expense 
would mean forcing all its customers to 
share in the tax levied for Pine Bluff 
alone. Arguing that this would discrimi- 
nate against ratepayers in other cities, the 
company contends that if Pine Bluff resi- 
dents are going to get the benefit of city 
services financed by the higher tax, then 
they should pay for it. 

The company wants the commission to 
allow it to add the cost of the higher fran- 
chise tax directly to the bills of Pine Bluff 
customers. It would amount to five or ten 
cents on each residential telephone bill and 
15 to 20 cents on a business telephone. 
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Financial News 
and Comment 


By OWEN ELY 


U.S. Steel Warns of Inflation 


Menace 


U S. STEEL’s report to stockholders for 
e 1956 contains an interesting 6-page 
discussion of the long-term effects of in- 
flation on plant reproduction costs, and 
the resulting deficiency in reserves for de- 
preciation. The chart reproduced herewith 
(“Inflation in Cost of Facilities,” page 
766) indicates that the index of cost of 
construction is now more than seven times 
as high as during the period 1903-15. The 
effects of World War I about doubled the 
cost index (from 90 to 200). The change 
to a 59-cent dollar in the 1930’s raised the 
ante a little; and World War II pushed 
the index to 300. But the big inflation 
came in the postwar period, boosting the 
index to about 700, due presumably to 
(1) the Korean War, (2) the armament 
program, and (3) the policy of regular 
annual increases in wage rates. 

The cost trends of electric light and 
power construction have been compiled in 
the Handy-Whitman Index of Public 
Utility Construction Costs, reprinted in 
the annual statistical bulletins of the Edi- 
son Electric Institute. Based on 1911 as 
100 per cent the indexes for six U. S. areas 
as of January 1, 1957, were in a range of 
575-641. There has been a steady rise in 
each quarter since January 1, 1950 (tak- 
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ing the North and South Atlantic indexes 
as typical). In the vear ending January 1, 
1957, the indexes showed an average gain 
of about 9 per cent compared with 7 per 
cent in the previous year, 2 per cent during 
1954, 6 per cent in 1953, and 2 per cent in 
the two previous years. It seems obvious 
that the inflationary spiral has been gain- 
ing momentum. 


U S. STEEL estimates that its postwar 
* capital expenditures of $3 billion in- 
cluded $1.7 billion at 1945 postwar prices 
and $1.3 billion representing the effects of 
inflationary forces. Since 1940 employ- 
ment cost per employee hour has advanced 
at a rate of over 8 per cent per annum 
(compounded) while total costs have 
gained even more rapidly. The report 
points out: 


The vast power of industry-wide 
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labor unions in compelling annual in- 
creases in employment costs far beyond 
increases in productivity is automatical- 
ly compelling inflation. To the extent 
that product price increases are even- 
tually reflected in cost-of-living indexes, 
further employment cost increases are 
automatically generated by reason of so- 
called cost-of-living clauses in wage 
contracts. This starts the process all 
over again. Inflation is rapidly becom- 
ing automatic in America. Such infla- 
tion creates serious problems for busi- 
ness managements. These problems cen- 
ter around the finding of the additional 
dollars that are needed to finance the 
ever-increasing costs of doing business. 


he report points out that depreciation 
reserves are inadequate under infla- 
tionary conditions because they are based 
on original dollar costs unadjusted for sub- 
sequent inflation in the cost of replace- 
ments. Thus U. S. Steel reports its 1940- 


56 depreciation accruals as follows in mil- 
lions of dollars: 


Regular Depreciation 
Amortization 
Accelerated Depreciation 


Amount Required to Balance Inflation .. 


Deficiency 


The $904 million aggregate deficiency 
for the 17-year period would be consider- 
ably greater if the deficiencies were con- 
verted into today’s dollars. 

While the use of accelerated amoritiza- 
tion and accelerated depreciation in recent 
years has helped to reduce the inadequacy, 
U. S. Steel points out that “the only real 
basis of recovering purchasing power 
would be to adjust for the change in the 
dollar intervening between the year of 
capital expenditure and the year in which 
depreciation is taken.” 


During the seventeen years U. S. Steel 
estimates that it paid $608 million in fed- 
eral income taxes as the result of treating 
this deficiency as income for tax purposes. 
The amounts paid by it and all other com- 
panies “may be regarded as the hidden tax- 
ation of capital as it turns over through de- 
preciation or, alternatively, as a hidden 
increase in the tax rate on true income. ... 
It results in a higher rate for those indus- 
tries or companies which require relatively 
heavier investment in longer-term facili- 
ties than the average for all industry.” 


Ww" the ending of the granting of 
certificates of necessity to steel com- 
panies for accelerated amortization, the 
company pointed out, the deficiency in de- 
preciation will become more serious, es- 
pecially as existing amortization is com- 
pleted. Since taxes will increase by over 
half the decline in amortization, the com- 
pany will be faced with a shortage of cash 
to meet the cost of new facilities. For all 
U. S. industry the estimated tax-deducti- 
ble amortization approximated $3.4 billion 
in 1956. If no more certificates of neces- 
sity are issued, it is estimated that this 
amortization will decline to about $.5 bil- 
lion by 1961. Presumably this will mean 
that either construction programs must be 
curtailed (with resulting effects on na- 
tional income and prosperity) or prices of 
products must be raised, thus aggravating 
the inflationary process. 

The electric utility companies have been 
one of the principal beneficiaries of the 
accelerated amortization program. In 1956 
tax deferrals resulting from accelerated 
amortization amounted to $139 million 
for all class A and B privately owned util- 
ities, and in 1955 $116 million; and to 
these figures could be added the smaller 
but growing amounts for accelerated de- 
preciation, for which data are not yet 
available. The utilities have been enabled, 
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by using the cash thus released, to expand 
their construction programs considerably 
without selling a corresponding amount 
of new securities. 

Until recently this policy had aroused 
only slight adverse comment, but the 
granting of certificates for accelerated 
amortization on the big new hydro proj- 
ects being built by Idaho Power Company 
came to the attention of the public power 
bloc in Congress, with a resulting outcry. 
After getting their way in the Dixon- 
Yates controversy, this group has concen- 
trated on the Hell’s Canyon issue. 
Thwarted thus far by decisions of the 
FPC and the U. S. Supreme Court, this 
seems the last chance of the company’s 
opponents to make any progress. 


HILE utilities have obtained aid from 

Congress and the Treasury Depart- 
ment in fighting inflation, they have re- 
ceived little extra help from state regula- 
tory agencies. Only a few commissions 
have allowed for inflation by granting 
more than a 6 per cent return. The utilities 
could spot light the issue by charging 
higher depreciation and writing down 
their plant faster on the stockholders’ 
books, but this is impracticable at present 
unless they could be assured that their state 
commissions will allow a higher rate of 
return on the lower rate base, and grant 


¥ 
INFLATION 


in COST of 
INDEX: 1913=100+ FACILITIES 


1963 1910 1928 
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immediate rate increases so as to main- 
tain net earnings at present levels. 

The best method might be to use cost 
of reproduction as the rate base, but this 
is permitted by law in only one state 
(Ohio), though other “fair value” is 
given consideration in about one-third of 
the others. Better treatment in this respect 
seems an urgent need because, if inflation 
accelerates, utilities may have to curtail 
new construction and avoid equity financ- 
ing, as most of them did in the 1930’s and 
early 1940’s. 


5d 


1950 Electric Utility Data 


|S smncepes are selected data from the 
advance release of the EEI Statistical 
Bulletin No. 24, for the year 1956: The 
entire industry increased generating ca- 
pacity about 5.2 per cent—public power 
gaining at the rate of 6.8 per cent, while 
investor-owned utilities increased only 4.8 
per cent. The gain in hydro capacity was 
2.4 per cent—practically all accounted for 
by federal projects. Steam capacity gained 
6.2 per cent—private utilities gaining 6 per 
cent while federal and municipal plants 
increased 7.4. 

The 10 per cent over-all gain in kilo- 
watt-hour sales of electricity was well dis- 
tributed, with increases of 11 per cent for 
residential customers and for large light 
and power sales and 9 per cent for small 
light and power. (Rural use gained only 3 
per cent.) Distribution of sales was— 
large light and power 52 per cent, small 
17 per cent, residential 25 per cent, and 
miscellaneous 6 per cent. The number of 
residential customers increased nearly 3 
per cent and residential usage gained 8 per 
cent. In terms of revenues the gain in total 
sales exceeded 8 per cent, with distribu- 
tion of revenues as follows—large light 
and power 28 per cent, small 25 per cent, 
residential 40 per cent, and miscellaneous 
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7 per cent. (For privately owned utilities 
residential was only 34 per cent.) 


TT use of coal for generation in- 
creased 10 per cent and gas 7 per cent, 
while fuel oil declined 3 per cent, presum- 
ably due to price increases. The heat rate 
(Btu’s per kilowatt-hour) dropped nearly 
3 per cent and the amount of coal con- 
sumed per kilowatt-hour was down 2 per 
cent. 

Average residential kilowatt-hour rev- 
enues for the entire industry declined to 
2.60 cents from 2.64 cents, and for all 
customers the rate dropped from 1.67 


cents to 1.64 cents. For investor-owned 
utilities, revenues gained 8 per cent, gross 
income 8 per cent, fixed charges 10 per 
cent, and net income 7 per cent. Preferred 
dividends were up 7 per cent and common 
dividends 8 per cent, while retained earn- 
ings gained only 5 per cent. The cost of 
fuel increased 12 per cent, taxes were up 
7 per cent, and total expenses 9 per cent. 


5 


Later Fulbright Findings on 
Unlity Stocks 


HE staff of the Fulbright Committee 
on Banking and Currency at the 1956 


APRIL UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Description 
Bonds and Debentures 


Date Amount 


$12.0 Western Mass. Elec. 1st 48s 1987 .... 
6.0 Calif. Elec. Power Ist 48s 1987* 
6.0 Miss. Power Ist 4%s 1987 
50.0 Transcontinental Gas Pipe Line lst 
(s.f.) 5s 1977 
30.0 Lone Star Gas s.f. Deb. 48s 1982 .... 
30.0 No. Natural Gas s.f. Deb. 44s 1976 .. 


Preferred Stock 
10.0 Transcontinental Pipe Line 
$5.96 Pid.** 


Common Stock—O ffered to Stockholders 


Berkshire Gas 


CIA SES 5 ooo i s05k 5-0 x bs awe eee 


Southeastern Pub. Service 
United Illuminating 


4/30 20 Cascade Nat. Gas .........cseeeeeee 


Common Stock—Offered to Public 


4/3 .2 Calif, Electric Power 
4/11 .4 Iowa Electric Light & Power 


4/17 .6 Iowa Southern Utilities ............. 


4/30 5 Portland General Electric 


or 
Price Under- Offer- Securities of O 
To writing ing Similar Moody Offer- 
Public Spread Yield 
101.43 81C 


Aver. Yield 
Success 


Quality Rating ng 
3.78% Aa 
.74C i 4.01 A 
.90C : 4.01 A 


1.15N : 4.25 Baa 
.92N A 4.01 A 
.90N : 4.01 


3.00N 


44C 4 
1.00N on 
IN 9 
95 4.8 


_. #—Not underwritten, *One per cent improvement fund annually. **Two and a half per cent annual 
sinking fund starting 1963. C—Competitive. N—Negotiated. a—Reported that the issue was well received. 
b—Reported that the issue was fairly well received. d—Reported that the issue sold slowly. g—Offered on 
a 1-for-13 basis; 93 per cent subscribed, plus 59 per cent oversubscription. h—Offered to stockholders on a 
1-for-10 basis, with oversubscriptions. i—Offered to stockholders on a 1-for-8 basis, with no underwriting. 
1—Offered to stockholders on a 1-for-2$ basis. (Underwritten.) 


Source, Irving Trust Company. 
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AMORTIZATION and TAXES CAPITAL EXPENDITURES 
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i357 1958 1959 1960 1961 1958 1959 1960 1961 1946 1948 1950 1952 1954 1956 


$350 $350 
1940-1956 TOTALS U. S. STEEL Pa a 
300 Regular depreciation $1,705.7 a 4 
Amortization 895.1 TOTAL on 
Accelerated depreciation* 201.2 EXHAUSTION NEEDED, 
Wear and exhaustion recorded 2,802.0 
Wear and exhaustion needed 3,706.0 
Deficiency $ 904.0 a a 
TOTAL WEAR and 
EXHAUSTION “dae 


AMORTIZATIONt 



































REGULAR DEPRECIATION 


TRAE 1945 1850 


det deductible for tax purpesss. fAdditienel emertiaation due te ending of emergency period allocated to yeors 1941-1945. 


Source, U.S. Steel Corporation 
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year end issued a 291-page report on “In- 
stitutional Investors and the Stock Market 
1953-55.” The study included an analysis 
of the portfolios of 20 open-end and 5 
closed-end investment companies, 30 pen- 
sion funds, 125 life, casualty, and fire in- 
surance companies, and 30 bank-admin- 
istered common trust funds. The pur- 
chases and sales of 25 important common 
stocks by these institutions over the 34- 
month period ending in October, 1956, 
were analyzed. The list of stocks included 
five utilities—American Telephone and 
Telegraph, General Public Utilities, Pacific 
Gas and Electric, Southern California 
Edison, and United Gas Corporation. A 
brief summary of the findings may be of 
interest. 

In the analysis of the “Highest Ranking 
Stocks in Net Acquisitions” only one util- 
ity stock—American Telephone and Tele- 
graph—qualified, net institutional acquisi- 
tions amounting to about $31 million com- 
paring with $51 million of Sears, Roebuck 
and $44 million of General Motors. Dur- 
ing the 34-month period net purchases of 
the five utility stocks (in thousands of 
shares) totaled as shown in table below. 
(To show the relative importance of the 
purchases, we have added the number of 
shares now outstanding. ) 

In recent years institutions have done 
an increasing amount of their trading in 


Pension Funds 

late lnshrance GOs. cies «ca oa 
Casualty & Surety Ins. Cos. ...... 
Bire tnsurance Gos, . ....06..6ssee. 
Common Trust Funds ............ 


No. of Shs. Outstanding (000) .. 


D—Decrease. 


Amer. 


& Tel. Utils. & Elec. Ed. 
75 192 35 140 


“183 


utility stocks on an over-counter basis, and 
Table 6 of the report throws some light 
on this tendency. Of the total acquisitions 
of utility stocks (other than through sub- 
scriptions and conversions) by 25 life in- 
surance companies the ratios of over-coun- 
ter purchases to total purchases were about 
as follows, during the 34-month period, 
for the securities listed: 


Patagtera (ord pad So patie Bo] a ae 
General Public Utilities 

Peecttte Ge Gets acsaseinre ace oc/eala b acelein cctools 
Southern Calif. Edison 

Winited = Gast Compr csis.a sieccieisiss a ies's cerdele 
Baltimore: G.. G0... se ces su 
Commonwealth Edison 

Consumers Power 

Duquesne Light 

News Vor State Pen Gr 6 iss. o Sec ekatc 
Northern States Power 

Ohio Edison 

ote TI GOs reas cecctarira aera ea rete coer 
Virginia Electric & Power 
Wisconsin Electric Power 


¥ 


EEI Forecasts of Capability 
And Peak Loads through 1960 


N connection with the Edison Electric 

Institute’s twenty-first semiannual elec- 
tric power survey, some preliminary sta- 
tistics have been released which may be 
modified slightly in the final bulletin. A 
summary may be of interest, since the 
forecast now includes the year 1960, 
which was not covered in the survey of 


Pac. South. United 
Gas_ Cal. Gas 
Corp. 
179 
D 94 
174 
78 11 
5 64 
19 6 
8 30 
334 


Gen. 


Tel. Pub. 


38 84 
38 
10 


3 
19 


273 370 


63,042 10,449 17,069 8,351 12,885 
3¢ ; 


4% 


0 3% 1% 
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Millions KW 
Capability 
116 


102 
113 
123 
132 
141 


last October. For the U. S. as a whole, us- 
ing December peak capabilities and loads 
and median hydro conditions, the projec- 
tions are approximately as shown above. 

In the new study, the year-end 1956 
figures are lower than the estimates pub- 
lished last September—peak load being 
only 102.5 million kilowatts compared 
with the earlier estimate of 106.2, while 
capability was 120.6 million kilowatts 
compared with the estimate of 122.7. As 
a result the gross margin of reserve rose 
from 15.5 per cent to 19.7 per cent. Future 
projections of peak loads have been re- 
duced somewhat, but the 1959 figure is 


Peak Load 
98 


3 


= 


Annual Increases % 
Capability Peak Load 
4% 5% 
9 11 
13 8 
8 7 
6 7 


% Gross 
Margin 
9% 
20 
16 
20 
21 
20 


only lower by .8 million; capability works 
out about the same for 1959 as in the ear- 
lier estimate, so that the reserve margin 
is slightly higher. On the comparison of 
summer peaks and capabilities there is less 
difference between the old and new fore- 
casts for 1957. 

In the table showing gains in monthly 
peak demands for 1956 over 1955, the 
first half made a better showing. January 
started off with a gain of 13.9 per cent 
and the smallest gain in the first half was 
in May with 10.5 per cent ; however in the 
second half the gains ranged between 7.1 
and the December figure of 4.6 per cent. 


DATA ON ELECTRIC UTILITY STOCKS 


5/1/57 Divi- 
Price 
About Rate 

Asmmencan G. & E. ......5. 39 

Arizona Pub. Serv. ....... 7 

Arkansas Mo. Power 

Atlantic City Elec. ........ 

Baltimore G. & E. ........ 

Bangor Hydro-Elec. ...... 

Black Hills P. & L. ...... 

Boston Edison 

Calif. Elec. Power 

Calif. Oreg. Power 

Calif. Pac. Util. 

GO OY, oe rs 

Cent. Hudson G. & E. .... 

Cent. Ill. E. & G. 

Cent. i 

Cent. 

Cent. 

Cent. 


1.12 


Se 
ps 


NOR Ree 


et et 


Louisiana Elec. ..... 
Maine Power 

Cent. & South West 

Cent. Vermont P. S. ..... 
Cincinnati G. & E. ........ 
Citizens Util. “B” 

Cleve. Elec. Illum. ....... 
Colo. Cent. Power 
Columbus & S. O. E. .... 
Commonwealth Edison .... 
Community Pub. Serv. .... 
GGnOOrA EHEC. icc ssccese ss 
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11 
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Approx. 
Common 
Stock 
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34% 


Div. 
Pay- 
out 


Price- 
Earns. 
Ratio 
19.2% 
16.1 
13.0 
18.1 
15.1 


Recent 
Share 
Earnings 
$2.03De 
1.68De 
2.00De 

1.66F 
2.32De 
2.69De 
2.40Ja 
3.45De 
.97De 
2.30De 
2.30De 
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Aver. 
Approz. 
5/1/57 Divi- Recent . Price- Div. Common 
F Price dend Approx. Share % In- Earns. Pay- 
(Continued) About Rate Yield Earnings crease 1951-56 Ratio out 
Connecticut Lt. & Pr. .... 1.00 1.13Ma 15.9 
Connecticut Power 225 2.75De 14.5 
Consol. Edison 2.40 3.15Ma 14.3 
Consumers Power d 2.40 3.33F 14.1 
Dayton. Go las < ss26s0c0s 2.40 3.81De 12.8 
Welawate. —. GW Le... 6..ces 1.80 2.64Ma 18.2 
Detroit Edison 2.48Ma 16.1 
Duke Power 1.90De 14.7 
Duquesne Light 2.44De 14.8 
Eastern Util. Assoc. ...... 2.55F 12.9 
Edison Sault Elec. ....... 1.08De 14.8 
BU PASO PUCC: 5s. sie oie veces 1.40F 17.9 
Empire Dist. Elec. ....... 1.63Ma 12.9 
Pitchbute G, & EB. os 6600s 3.65De 
Florida Power Corp. ...... 
iota: Ey es, oc. caceves 
General Pub. Util. ........ 
Green Mt. Power 
Gault States: Util. .......52% 
Pee ORG Taw ede. wes aici 
Haverhill Elec. 
Plawatiai PNCC. 6 vscccc seas 
Houston L. & P. 
Erousatomic ©: Se. sou. 606s 
Idaho Power 
Illinois Power 
Indianapolis P. & L. ...... 
Interstate Power 
dowa flee, 15. GeP.. scsi 
Towa-Ill. G. & E. ........ 
Iowa Power & Light 
lowa Pub: SERV; .66iceces 
Iowa Southern Util. ...... 
meancas City PF. Glow os. 3:6 
Kansas G. & E. 
Kansas Pr. ; 
mentucky Ul, «, o.as065-00'8 
Lake Superior D. P. ...... 
Lawrence Electric 
ong island LAR. .6.sc6ccs 
Louisville G. & E. ........ 
Lowell Elec, Lt. .......... 
Lynn G. 
Madison G, & 
Maine Pub. Serv. ........ 
Michigan G. & E. ........ 
Middle South Util. ....... 
Minnesota P. & L. ........ 
NESS VAlGY) Pie sc ss 0% 
Missouri Pub. Serv. ...... 
Massoud Wel: oc ses ckan 
Montana Power 
New England Elec. ....... 
New England G. & E..... 
New Orleans P. S. ....... 
Newport BI6e) ..cc6scc ces 
IN; We State -E. OG, o.c se 
Niagara Mohawk Pr. .... 
Northern Ind. P. S. ...... 
Nor. States Power 
Northwestern P. S. ....... 
Ohio Edison 
Oklahoma G. & E. ........ 
Otter, Pannen ccoseswesess 
Paene Gs ae te osstseeee% 
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Aver. 
Incr. , - Approx. 
Annual 5/1/57 Divi- Recent In Sh. Price- Div. Common 
ev. pa , Price dend Approx. Share % In- Earns. Earns. Pay- Stock 
(Miil.) (Contin ued) About Rate teld Earnings crease 1951-56 Ratio out 
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Pab, Serv. of N. H. ...... 1.00 
Pub, Serv; of N. M. ...... 80 
Puget Sound P. & L. 
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So. Calif. Edison 
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Southern Co. 
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So. Nevada Power 
Southern Utah Power .... 
Southwestern E. S. ...... 
Southwestern P. S. ....... 
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Texas Utilities 

Toledo Edison 
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Wash. Water Power 
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Averages 
Foreign Companies 


Amer. & Foreign Pr. 
BSRAPMIAN TEAC, 666s0 sess 
British Columbia Pr. 


2.19Se 

1.18** 

2.34De 51 
Gatineau Power 2.28De 61 
Mexican 9. 2° Po. cs ces — ~- 1.80** _— 
Quebec Power 1.20 4.0 1.99De 60 
Shawinigan Wtr. & Pr. 1.80 2.0 4.25De 42 


Pm Now 
NOD wo 


A—American Stock Exchange. B—Boston Exchange. O—Over-counter or out-of-town exchange. 
S—New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; My—May; 
Je—June; Jy—July; Au—August; Se—September; Oc—October; N—November; | D—December. 
*Based on average number of shares. **Calendar year 1955. a—Estimated annual rate. The “A” stock 
received stock dividends. b—Also 3 per cent stock dividend December 31, 1956, which is included in the 
yield. c—Also 2 per cent stock dividend January 10, 1956. f—Also 5 per cent stock dividend August 15, 
1956. g—Cash dividends of $2.50 in 1956 included 30 cents extra; 10 per cent stock dividend also paid April 
30, 1956. h—Also stock dividend of one share for each 200 shares held September 12, 1956. i—Also 10 per cent 
stock dividend November 16, 1956. j—Also 10 per cent stock dividend August 31, 1956. k—Also 5 per cent 
stock dividend December 17, 1956. m—Also 2 per cent stock dividend January 10, 1956; 3-for-2 split June 15, 
1956. n—Also 5 per cent stock dividend December 28, 1956. 
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What Others Think 


Trinity “Partnership” Project Stirs Debate 


io philosophies concerning the 
development of the nation’s water- 
power resources have clashed once again 
over the Interior Department’s proposal 
for “partnership” development of the 
Trinity river project in California. The 
approaching debate in Congress promises 
to produce the familiar line-up on both 
sides: on the one hand, those who favor 
the administration’s view that, wherever 
possible, private and local interests should 
be permitted to participate in resource de- 
velopment and bear the costs of such proj- 
ects in proportion to the benefits received ; 
on the other hand, those who view power 
developments as the exclusive responsibil- 
ity of the federal government which can 
alone achieve the most comprehensive use 
of limited resources. 

Disagreement over construction of the 
Trinity project, a unit of California’s Cen- 
tral Valley project, appeared shortly after 
Interior Secretary Seaton recommended 
last February that the Trinity project be 
developed jointly by the federal govern- 
ment and Pacific Gas and Electric Com- 
pany. Congress, which has already au- 
thorized the project, had asked Seaton to 
give his opinion on whether the project 
should be built wholly by the federal gov- 
ernment or with private utility help. “In 
my opinion,” Seaton replied, “it appears 
clear that joint development would pro- 


vide substantially more funds for irriga- 
tion and multipurpose development.” Sea- 
ton said that PG&E’s proposal for instal- 
lation of power facilities would convert 
the falling water of the Trinity develop- 
ment into a “substantial” asset that would 
mean a surplus of $165 million in project 
revenues in fifty years of operations. To 
get such a surplus from federal operation, 
said Seaton, Central Valley power rates 
would have to be increased 20 per cent. 


a proposal has now been trans- 
lated into legislation introduced late 
last month by Representative Scudder 
(Republican, California). To reach the 
House floor at this session of Congress, 
it must overcome the bitter opposition of 
Representative Engle (Democrat, Cali- 
fornia). Engle, chairman of the House 
Interior Affairs Committee, which must 
clear the bill for consideration by the 
House, had promised earlier to give the 
proposed legislation a “hearing on its 
merits.’ Since then, however, Engle’s at- 
tacks on the proposal raise doubts as to 
whether the’ legislation will reach the 
House for a vote before adjournment. 
Engle’s opposition to the project was 
contained in an 11-point indictment in- 
serted in the Congressional Record of 
March 25th. In mid-April, Leigh H. 
Smith, a division manager of PG&E, 
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answered the Congressman point by point 
in an address to the Redding (California ) 
Kiwanis Club. The two statements clearly 
define the issues involved: 


ENGLE: “Acceptance of Secretary 

e Seaton’s recommendation and ap- 
proval of the company’s proposal would 
be a reversal of half a century of power 
policy in the federal government. The 
policy which has been established by Con- 
gress relative to disposal of electric power 
and energy made available through de- 
velopment of the nation’s water resources 
is set out in numerous acts of Congress 
. .. This long-established policy provides 
that such electric power and energy be 
disposed of in such manner as to encour- 
age the most widespread use thereof at 
lowest possible rates to consumers consist- 
ent with sound business principles, and 
that preference in such disposition shall be 
given to public agencies, municipalities, 
and co-operatives.” 

SmiTH: The partnership proposal con- 
forms to long-established policy of leasing 
power privileges which Congress has fol- 
lowed since 1908. At least 26 partnerships 
have been authorized, 12 executed during 
Republican and 14 during Democratic ad- 
ministrations. 


2 EncLe: “. . . the PG&E proposal 
e would load hidden charges on the 
power bills of northern California power 
and energy users. The home owner, 
farmer, and businessman would find the 
PG&E highly advertised generous pay- 
ments to the government on their power 
bills. Also on their power bills would 
be the costs to the company for con- 
struction and operation of the power 
plants as well as the federal, state, and 
local taxes, which the company claims 
that it would pay if it builds the power 
facilities. These are all costs to the com- 
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pany which would necessarily have to be 
passed on to the consumers. . . . The cost 
of the powerhouses, the money paid the 
federal government for falling water, as 
well as the federal, state, and local taxes, 
would all be charged to the power users, 
and at a profit. To put it simply, if the 
PG&E proposal produces $165 million 
more in surplus revenues over the pay-out 
period than under federal construction 
and the PG&E Company pays the $135 
million in taxes, then the power consum- 
ers pay $300 million more, plus the com- 
pany’s profit.” 

SmitH: The average $5.35 per acre- 
foot which PG&E would pay for use of 
falling water is based on what power 
would cost from the most efficient alter- 
nate source and would place no hidden 
charges or additional burden on PG&E 
electric customers. As for PG&E being 
“merely a tax collector,” it performs that 
function in the same way as any other 
tax-paying business. The point is that 
PG&E’s plan will create taxes, while 
Engle’s plan will consume taxes. 


¢ ommendation, and the company’s 
proposal, one segment of the vast inte- 
grated reclamation project would be con- 
structed and operated entirely different 
from the rest of the project. . . . Accept- 
ance of the Secretary’s recommendation 
would irreparably disrupt existing opera- 
tions of the Central Valley project and 
threaten future development.” 

SmitH: Water releases to meet Central 
Valley project requirements will be the 
same whether the public utility company 
or the government operates the power 
plants. 


3 ENGLE: “Under the Secretary’s rec- 


EncLe: “The real purpose of the 
¢ company is to stop for all time the 
expansion of federal power in California 
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in order that it may monopolize the power 
market in that area.” 

SMITH: PG&E’s offer to “firm up” 
450,000 kilowatts of Central Valley proj- 
ect power to make it dependable will put 
the CVP in a better position to serve its 
customers than ever before, instead of 
harming the project as Engle has charged. 


ENGLE: “Under the PG&E pro- 

e posal, the project plan of operation 
would provide for releases of water to 
maximize power and energy production. 
The proposed contract includes a very de- 
tailed schedule of releases designed to pro- 
duce the maximum amount of power and 
energy for integration into the company’s 
over-all power system. Although, theoreti- 
cally, the water needs of the project would 
retain priority, any time the federal gov- 
ernment could not meet the schedule of 
releases for power because of interference 
with water consumptive use requirements, 
then the federal government would have 
to pay the company penalties for such 
noncompliance with the schedule. . . . The 
costs to the federal government which 
would result from penalties have not been 
considered in the evaluation of the pro- 
posal. .. . Even if the priorities are ad- 
hered to, I can visualize huge unforeseen 
payments to the company.” 

SMITH: Reimbursement to PG&E for 
the purchase of replacement power, if the 
government should change its established 
irrigation water release schedules, would 
be no greater than the cost for replace- 
ment power to the government under the 
all-federal plan. 


ENGLE: “. . . financial studies of the 

¢ Central Valley project, based on fed- 

eral development, indicate surplus reve- 

nues sufficient to expand irrigation as fast 

as the need develops. The need for addi- 

tional power revenues to assist irrigation 
development does not exist.” 


SMITH: The $165 million net gain 
from the joint development will provide 
revenues which can be used to develop 
more water projects in California. 


ENGLE: “It appears that the federal 
¢ government is put in an unfavorable 
position with respect to take over of the 
power facilities at the end of the contract 
period and that the Secretary has over- 
looked this in setting out the financial ad- 
vantages of the recommended proposal.” 
SmiTH: The cost to the government for 
recapture of PG&E’s Trinity facilities 
after the 50-year contract period, should 
the government wish to exercise that 
right, will be governed by the provisions 
and public protection set forth in the con- 
tract which conform to the terms of the 
Federal Power Act. In the Trinity con- 
tract, PG&E has waived its right to full, 
just compensation. 


ENGLE: “. . . the company, in its 
e offer to purchase falling water, de- 
termined the value of the Trinity energy 
by a comparison with the cost of steam 
generation. Using the company’s 
argument [before the California Public 
Utilities Commission] for including an 
escalator clause in its contracts for dis- 
posal of energy, whereby the price is tied 
to the cost of fuel, why should not a simi- 
lar clause be included in a contract where- 
by the company, in a sense, is purchasing 
energy? In other words, as the value of 
the Trinity energy to the company in- 
creases, why should not the company pay 
more for it? It is my understanding that, 
with respect to the company’s present of- 
fer, the energy was evaluated on the basis 
of fuel oil at $2 per barrel. The price of 
fuel oil today is in the neighborhood of 
$2.75 per barrel. Already, then, the value 
of the energy to the company is consider- 
ably more than the company reported as a 
basis for its offer.” 
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SmitH: PG&E’s proposed payments 
for falling water represent full market 
value of the power it will generate, based 
on the cost of generating equivalent power 
in modern steam plants. Current costs of 
fuel oil and lower-cost natural gas, both 
used in PG&E steam generation, were 
used to determine the falling water value. 
In suggesting that the payments be esca- 
lated with oil prices, Engle neglects to 
take into account the use of natural gas 
and the possible future use of nuclear fuel 
in power plants. 


Enc te: “At the time the Pacific Gas 
e and Electric Company appeared be- 
fore the congressional committees its pro- 
posal called for installation of 130,000 
more kilowatts of generating capacity than 
the Bureau [of Reclamation] proposed at 
that time to install. This higher capacity, 
of course, was based on integration of the 
power facilities into the company’s over- 
all system and the use of the Trinity fa- 
cilities for peaking purposes. It was a lit- 
tle difficult at that time to understand how 
the company could claim this advantage 
in the face of the understanding we have 
always had that regardless of who con- 
structed the power facilities the energy 
therefrom, along with the energy from the 
other CVP power facilities, would be in- 
tegrated into the over-all system for the 
benefit of both the company and the fed- 
eral government. Since that time a firm 
agreement with respect to integration has 
been reached between the bureau and the 
company and the authorized capacity of 
the Trinity division has been increased to 
‘not to exceed 400,000 kilowatts.’ There- 
fore, this argument in favor of the com- 
pany’s proposal is no longer valid and the 
operating plan will be the same regardless 
of who builds the power plants.” 
SmitH: PG&E’s plan will provide the 


CVP with important advantages. These 
include support by the integrated regional 
PG&E power system, the use of PG&E 
lines to “wheel” government power, and 
the delivery of power to the pumps at the 
proposed San Luis reservoir cheaper than 
the government could do it for itself. 
l ENGLE: “. . . there is a serious 
¢ question as to whether the expend- 
itures for the studies [made by the Sec- 
retary of the Interior] involved in this 
proposal have not been made illegally.” 
SmitH: The House Interior Affairs 
Committee, of which Engle is chairman, 
directed the Secretary to make the study 
which Engle now terms illegal. 


ll ENGLE: “. . . if the company’s 
© proposal is accepted it would re- 
sult in federal installations paying about 
$30 million more for power over the re- 
payment period, and this additional pay- 
ment by federal installations would be in- 
creased to $71 million if the San Luis 
unit is constructed. It just does not make 
sense for the federal government to build 
a project which includes the potential for 
producing power and to dispose of the 
power potential without any marketing 
restrictions while compelling its own gov- 
ernmental agencies to pay excessive pri- 
vate power rates for their required electric 
energy.” 

SmitTH: The charge that preference cus- 
tomers will pay from $31 to $71 million 
more shows the magnitude of the subsidy 
“Engle wants all the people to give a 
privileged few,” at a loss to the taxpayers 
and water users of $310 million. 

The $310 million figure represents $165 
million in additional revenues which the 
government would receive from PG&E’s 
use of falling water, and $145 million in 
taxes, to be paid by the company. 
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The March of 


Events 


Bill to Control TVA 
Introduced 


BILL to prevent further expansion of 
Tennessee Valley Authority facili- 
ties without specific approval of Con- 
gress was introduced early this month 
by Senator Cotton (Republican, New 
Hampshire). Because of a ruling by its 
general counsel, TVA for more than a 
year has contended it can expand exist- 
ing power plants through use of its reve- 
nues without consent of Congress. 
“TVA was created by the Congress 


os 


—— 


and the taxpayers have spent more than 
$1.2 billion on its power-producing fa- 
cilities,” Cotton told the Senate, adding: 
“T believe Congress is entitled to keep 
some control on what is done with the 
proceeds of this enormous investment. 
With the new and powerful steam units 
now available and the ever-increasing ef- 
ficiency of transmission lines, TVA 
could spread over a vast area never con- 
templated by the Congress and without 
the approval of the Congress unless this 
bill or similar legislation is passed.” 


California 


Transit Bill Approved 


if Reis state senate transportation com- 
mittee recently gave its approval to 
a watered-down version of a bill designed 
to set up a mass rapid transit system in 
the Los Angeles area. Originally, the 
plan called for the creation of a Los An- 
geles Metropolitan Transit Authority to 
establish the system in Los Angeles, Or- 
ange, Riverside, and San Bernardino 
counties. At the request of the senators 
from the adjacent counties, however, 
their districts were taken out of the bill 
and it was left affecting only Los Ange- 
les county. 

Assemblyman Charles H. Wilson of 
Los Angeles, the author of the bill, ad- 
mitted this move had weakened the meas- 


ure but said he would not press for the 
inclusion of the three counties. 


Electric Rate Increase Sought 


if hve California Electric Power Com- 
pany has applied to the state public 
utilities commission for a rate increase 
designed to raise the company’s revenues 
by an estimated $2,008,543 a year. The 
utility seeks to boost its rates by 9.6 per 
cent, which would raise the average bill 
of its residential customers by 33 cents a 
month, a company spokesman said in an- 
nouncing the application. 

The company needs the higher reve- 
nues to offset “greatly increased fuel 
costs and the general impact of inflation 
on all phases of our operation,” he said. 
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Oregon 


Power Policy Near 
HE state senate early this month re- 
ceived a bipartisan-sponsored resolu- 
tion for constitutional amendment that is 
designed to meet the objections of some 
to creation of a state power commission. 
Various groups do not favor forming of 
a state power commission that would 
literally get into the utility business by 
selling power at retail. 
The amendment move, spearheaded by 
Senator Walter J. Pearson (Portland, 
Democrat), provides that the commis- 


sion could “sell and dispose of electric 
energy on a wholesale basis to others for 
resale,” and removes a present provision 
that allows selling “directly to industries.” 

The constitutional provision now al- 
lows bonding to 6 per cent of the state’s 
assessed valuation, and the resolution 
would increase that figure to 10 per cent. 
Pearson said this would allow issuance of 
bonds amounting to $200 million. 

The proposed amendment would be 
voted on by the people if approved by the 
legislature. 


Pennsylvania 


Gas Rate Reduction Ordered 


HE state public utility commission 
recently ordered a reduction in nat- 
ural gas rates charged by Manufactur- 
ers Light & Heat Company, Pittsburgh, 
and for the second time in two months 
called for refunds—this time approxi- 
mately $550,000. This refund, coupled 
with a $400,000 rebate ordered March 
19th, requires the company to repay near- 
ly $1 million during May and June to its 
230,000 residential, commercial, and in- 
dustrial consumers in 25 counties, most 
in western Pennsylvania. 
The rate cut-refund order was said to 
have no connection with Manufacturers’ 
newest $6,473,720 annual rate increase 


proposal on which the state commission 
opened hearings in Pittsburgh on May 
Ist. 

The commission action was reported 
to be in line with a state superior court 
order which, in effect, directed the com- 
mission to trim the rates by $360,549 a 
year and require the firm to make appro- 
priate refunds with interest. 

A resolution protesting the proposed 
gas rate increase by Manufacturers 
was introduced in the state senate re- 
cently. The resolution called upon the 
public utility commission to reject the 
raise on the ground that it is unwarrant- 
ed. It was referred to the state govern- 
ment committee. 


Texas 


Co-op Regulations Bill 
Approved 


BILL setting out regulations for elec- 
tric co-ops to service customers has 


A 


been passed by both houses of the state 
legislature but in different forms. 

The senate passed the bill and repre- 
sentatives later voiced their approval to 
a house bill after a large REA delegation 
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tramped across the capitol from the sen- 
ate to the house chamber. 

The bill is an outgrowth of a recent 
supreme court decision which voided the 
right of a co-op to serve a customer in an 
area that becomes nonrural. 

Opponents of the measure said they in- 
tended to seek speedy action on changes 
in a joint conference. 





Progress 
of 


Regulation 











Trends and Topics 


Sale Price in Relation to Rate Base Theory 


* for the purpose of fixing a proper sale or acquisition price has 
often been governed by principles differing from those applied in the deter- 
mination of a rate base. The sale price of property is ordinarily its real market 
value, what a willing purchaser will pay and what a willing seller will accept 
for the property. The relationship between valuation for sale purposes and 
valuation for rate-making purposes, however, cannot be overlooked. 

What a property will earn is always a factor. In view of decisions on rate 
base determination when acquisition cost is higher than original cost (the 
amount paid for the property when first devoted to public use), the market 
value is necessarily influenced by the overhanging threat of a rate base lower 
than the price paid. The price which a commission will approve is influenced 
by the law governing rate base determination. 


Reproduction Cost Evidence in Fixing Sale Price 


The New York commission, in its recent decision approving the sale of 
property by the Cornwall Telephone Company to the New York Telephone 
Company (17 PUR3d 400) made the pertinent statement that “if reproduction 
cost is an element in fixing rates, it would logically seem that it likewise must 
be considered in determining whether the price at which telephone property is 
transferred is reasonable or whether it will cast a burden upon the public.” 
The commission referred to the decision of the court of appeals in the New 
York Telephone Company case (12 PUR3d 399) that in fixing rates for 
telephone companies the commission must consider reproduction cost. The 
continuing controversy in New York state over reproduction cost as a measure 
of value for rate making, even involving attempts to overthrow the court’s 
ruling by legislation, is part of the picture. 

The question of original cost, reproduction cost, and earning power as evi- 
dence of value for the purpose of acquisition by a water authority came before 
the New York courts a while ago, and it was ruled that each of these evidences 
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of value must be considered, although no one alone is conclusive (8 PUR3d 
306). This has been a generally accepted principle since the New Hampshire 
commission long ago said that reproduction cost is not the measure of value 
for transfer purposes but is merely evidence of value (PURI916E 879). 


Earning Power Related to Reproduction Cost 


A rate base below actual present value measured by reproduction cost will 
hold down the earning power, and this fact cannot be disregarded. But, 
regardless of high reproduction cost evidence in fixing a rate base, high earn- 
ings may be impossible. The New York commission, in a case involving the 
Central New York Power Corporation, said that a company which has little 
or no earning power has little value, and that a property which continually 
shows an out-of-pocket loss has no value (57 PUR NS 154). Recognition, 
said the commission, must be given to a company’s current earning power in 
determining a price to be paid for its stock. 

The Wisconsin commission, in a case involving the Wisconsin Hydro Elec- 
tric Company (65 PUR NS 161), said that reproduction cost is deserving 
of little consideration in determining the value of utility property, in a pro- 
ceeding relating to property transfer and security issues, unless the property 
is able to earn a reasonable return on the reproduction cost. The Securities 
and Exchange Commission declared that earning power is a paramount cri- 
terion of the worth of corporate assets to be taken over in a reorganization 
and that a valuation of useful property upon a reproduction cost new basis 
does not afford a controlling criterion in such a case (26 PUR NS 338). 

The Illinois commission, in an early case, said that the principal obtaining 
in the sale of properties, not subject to governmental regulation, that higher 
values attach on account of liberal earnings, should be recognized by a regu- 
latory commission in fixing the value of a utility’s property for the purpose 
of sale, although earnings cannot be considered in fixing the value for rate- 
making purposes (PUR1917B 494). 





Review of Current Cases 


Rate Increase Denied for Failure to Present 
Rate Base and Cost Evidence 


leew Federal Power Commission is not Oil Company and others and sold to 
required to detail all elements of proof Transcontinental Gas Pipe Line Corpora- 
in giving reasons for suspension or notice tion. The commission affirmed the initial 
of hearing under § 4(e) of the Natural decision of an examiner dismissing rate 
Gas Act. The commission made this state- increase proceedings. 

ment in denying applications for rehear- The producers had renewed a request 
ing and petitions to reopen the record in for reopening of the record. They con- 
a proceeding involving increased rates and tended that the commission should have 
charges for natural gas produced by Sun specified that rate base and cost of service 
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evidence would be considered an essential 
element of proof of reasonableness of their 
increased rates. They argued that they 
were unaware until issuance of the opinion 
in Re Union Oil Co. of California (1956) 
16 PUR3d 112, that they should present 
rate base and cost-of-service evidence at 
least as a point of departure in sustaining 
their burden of proof of reasonableness 
of the increased rates. The commission 
said that they were “fully aware that rate 
base and cost-of-service evidence might be 
held essential.”” The Natural Gas Act, the 
commission declared, imposes an affirma- 
tive duty upon the companies to charge 
and file only reasonable rates and the com- 
panies must take the initiative to assure 
the continuing reasonableness of their 
rates. 


Increased Rates Subject to 
Commission Review 


One of the questions presented was 
whether the increased rates filed by each 
applicant were subject to commission re- 
view under § 4 of the Natural Gas Act. 
The commission decided that they were 
subject to review. Contrary to the com- 
panies’ contentions, the decisions by the 
Supreme Court in the Mobile case (12 
PUR3d 112) and the Sierra Pacific case 
(12 PUR3d 122), according to the com- 
mission, directly supported its review. The 
court, in that case, condemned unilateral 
filings but interpreted § 4 to require the 
filing, notice, and commission review of 
changes in any rate, charge, classification, 
or service, or in any rule, regulation, or 
contract relating thereto which would be 
“otherwise valid.” The changes proposed 
in the Mobile case and the Sierra Pacific 
case were not “otherwise valid.” In these 
proceedings, however, the parties agreed 
to the changes in rates and the changes 
were “otherwise valid.” The commission 
therefore had the duty to review these 


changed rates agreed to between the par- 
ties to determine whether they conformed 
to the standards laid down in the act. 

A contention that the increased rates 
did not constitute “changes” within the 
meaning of § 4 was held to be erroneous. 
The facts were clear that a 17-cent rate 
proposed would change the rate of 9.797 
cents per Mcf in effect as of June 7, 1954, 
and prior to the dates when the respective 
increases were put into effect. It was said 
to be immaterial that contracts negotiated 
prior to June 7, 1954, might have con- 
tained “favored nations provisions” con- 
templating unknown and uncertain future 
changes. The commission also pointed to 
the fact that a change in rate is defined 
to include the operation of any provision 
of the rate schedule providing for future 
or periodic changes in the rate charged, 
classification, or service after June 7, 
1954, or the operation of any like provi- 
sion in any initial rate schedule filed after 
that date. 

This was pursuant to the regulations 
issued by the commission following the 
Supreme Court decision that producers’ 
rates came under commission jurisdiction. 


Failure to Prove Reasonableness 


Upon review of the evidence the com- 
mission found that in all essential respects 
the proceedings were substantially similar 
to the proceedings in the Union Oil Com- 
pany case and that the rationale of that 
decision controlled. The applicants had 
presented evidence of arm’s-length bar- 
gaining between the parties and of com- 
parable or market prices in the contract 
area in southern Louisiana. They had pre- 
sented general data on a nation-wide basis, 
including evidence of the concentration of 
ownership of gas reserves in the United 
States, the principal uses of natural gas, 
the principal sources of energy supply, the 
average value of competitive fuels at 
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points of production, residential fuel costs, 
and the ratio of proved reserves of natural 
gas to net production. 

Significantly, said the commission, 
there was no showing on the record either 
of revenue requirements or that the in- 
creased rates were no higher than neces- 


sary to promote exploration for and de- 
velopment of gas supplies while, at the 
same time, providing protection to the 
ultimate consumer contemplated by the 
act. Re Sun Oil Co. et al. Docket No. 
G-8288 et al. February 6, 1957, April 5, 
1957. 


Arkansas Commission Lacks Authority to Adopt 
Fair Field Price Method for Gas Rate Making 


ip the absence of further legislation, 
the Arkansas commission has no au- 
thority to abandon the rate base theory 
of rate making in favor of the fair field 
price basis, the Arkansas supreme court 
ruled in reversing the comniission’s stand. 
While the rate base has not always been 
arrived at in the same way, under the rate 
decisions in the state, it was noted, the 
amount of money a public utility has been 
allowed to earn has always been limited to 
a percentage of its invested capital or some 
other indication of the extent of its capital 
assets. But in this case Arkansas Louisi- 
ana Gas Company was granted a rate 
increase affecting its large industrial cus- 
tomers “on an entirely different and un- 
related method” of determining the allow- 
able rate of return. 

In return for the public’s concession of 
virtual monopoly, the utility is obligated 
under the state law to provide service at 
the lowest possible rates commensurate 
with a fair and reasonable return on its 
prudently invested capital. To this end, 
said the court, the utility holds and must 
manage its property in the nature of a 
trusteeship. 


Effects of Commission's Order 


The effect of the commission’s approval 
of the proposed rate increase, the court 
indicated, was to remove about $10 mil- 
lion of production property from the rate 
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base and permit the company, in deter- 
mining net income, to carry the field price 
(which it pays for purchased gas) as a 
fixed operating charge rather than the net 
cost of production as it has always done 
under the rate base method. With this 
production property the company pro- 
duces about 20 per cent of all the gas it 
sells to all of its customers. The rest of 
the gas it sells is purchased on the open 
market from other producing companies. 
The company’s large industrial customers 
consume about 80 per cent of all the gas 
passing through its lines. Since, under the 
commission’s order, the cost of production 
is the fair field price, the commission 
would not be concerned with what it costs 
the company to produce the gas it sells. 
The commission’s order would also 
mean that the government’s allowance of 
274 per cent on gas-producing wells for 
income tax purposes would become a tax 
windfall for the stockholders. It would no 
longer go to the consumers in the form of 
a reduction in costs as it would under the 
rate base method. Likewise, the difference 
between the fair field price and the cost to 
the company of producing its own gas 
would inure to the stockholders. 
Furthermore, the court observed, adop- 
tion of the fair field price method suggests 
a violation of the trustee relationship be- 
tween customers and stockholders. In or- 
der to make money for the stockholders 
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the management would be under a duty to 
sell its own produced gas at as high a price 
as possible, while out of loyalty to its cus- 
tomers it would be under a duty to buy 
such gas as cheap as possible. 

The court noted that under the commis- 
sion’s order the stockholders could sell its 
production properties (taken out of the 
rate base) and pocket the proceeds with- 
out affecting the price consumers would 
have to pay for gas. But if a utility has 
the right to dispose of one segment of its 
assets without any kind of accounting, it 
might be claimed that it could similarly 
dispose of another segment or all of its 
assets. 

This, the court said, could defeat the 
public purpose of utilities. 


Statutes and Case Law 


The court concluded that the state stat- 
utes limit the commission to the rate base 
method of regulating the allowable return. 
Running through all the statutes is the 
idea that return is based on the amount of 
property owned and on nothing else. 

If the fair field price method were 
adopted, said the court, “it would amount 
to abandoning our entire previous experi- 
ences and legal concepts in rate regulation 
which have thus far proved fair and satis- 
factory.” The court approvingly referred 
toa Wisconsin court decision, in 71 PUR 
NS 65 (affirmed by the Wisconsin su- 
preme court, in 73 PUR NS 97) which 
commented on a commission finding, in 
the absence of a rate base, that a certain 
number of dollars represented a reason- 
able profit. That court said: “Reasonable 
profit on what? That is the trouble with 
the commission's decision. It has no bot- 
tom. It has a numerator but no denomi- 
nator.” 

Although the company and the commis- 
sion acknowledged that the fair field price 
method is relatively new and untried, they 
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pointed to the Panhandle Eastern Pipe 
Line Company case (3 PUR3d 396) 
which held that it was not an unlawful 
method of rate fixing under the provisions 
of the Natural Gas Act. But the court said 
the case was not applicable, citing several 
reasons. First, Panhandle is an independ- 
ent pipeline company, while Arkansas 
Louisiana is a utility operating under an 
exclusive franchise. Second, Arkansas 
Louisiana bears a trustlike relationship to 
its customers and the public, which is not 
the situation in the case of an independent 
pipeline company. Third, the two situa- 
tions are not governed by the same statu- 
tory provisions. For instance, the Federal 
Power Commission is under no obligation 
“to fix rates at the lowest level of reason- 
ableness” but only “to protect consumers 
against exploitation.:’ 


Rate of Return and Other Issues 


Recognizing considerable risks inherent 
in providing gas service to industrial cus- 
tomers, and after separating production 
properties from the rate base, the commis- 
sion had fixed 8 per cent as a fair rate of 
return on gas sold to such customers. The 
court, however, found no substantial evi- 
dence to support this high rate and de- 
cided that the commission should adopt 
6.34 per cent as being a proper return un- 
der the evidence. 

The court sustained the commission’s 
allocation of the constant costs of gas 
transmission from the wells, 50 per cent to 
coincidental peak use and 50 per cent to 
the annual volume used. This is a matter 
that cannot be determined with mathe- 
matical certainty, it was said, but must be 
left to the determination of the commis- 
sion, based on substantial evidence. 

The court also ruled that the commis- 
sion properly reduced the working capital 
requirement by only 50 per cent of tax 
accruals even though it was shown that 
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70 per cent would be available for com- 
pany use. Again, this was held to be a 
matter for the sound judgment of the 
commission. In arriving at the allowance, 
the commission had a right to consider 
other factors than the percentage of ad- 
vance tax collections. 

The commission properly included in 
the rate base an amount, in excess of the 
original cost, paid by the company in ac- 
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quiring production and transmission prop- 
erties. Some testimony indicated that the 
company had recouped the amount 
through earnings in excess of 6 per cent. 
Among other evidence it appeared that the 
purchase was made at arm’s length and 
that a substantial part of the company’s 
earnings came from nonutility property. 
Acme Brick Co. et al. v. Arkansas Pub. 
Service Commission et al. 299 SW2d 208. 


Replacement of Lateral Gas Pipeline Authorized 
Along with Sales for Boiler Fuel 


ae Federal Power Commission has 
adopted the initial decision of a pre- 
siding examiner, in a proceeding under § 
7 of the Natural Gas Act, approving an 
application by Cities Service Gas Com- 
pany for authority to abandon and reclaim 
or salvage a 17-mile lateral transmission 
line serving several towns in Missouri, 
and to construct new facilities to main- 
tain service to the towns. A proposal to 
furnish interruptible gas as boiler fuel for 
an electric generating station was also ap- 
proved. Exceptions to the decision had 
been filed by intervening coal interests. 

The line proposed to be abandoned was 
in such bad condition that more than a 
fourth of the gas passing through it was 
lost by leakage. It would cost substantially 
more to repair the line than to construct 
the proposed new facilities. As a conse- 
quence of the abandonment, however, 
service to eight farm-tap customers along 
the right of way would have to be dis- 
continued. It would not be practicable to 
serve them from the new line. 

The examiner said the disadvantage to 
these few customers must be weighed 
against the convenience and necessity of 
the much larger public which will benefit 
directly or indirectly from improvement of 
the facilities. The examiner thought the 
company had made an ample showing in 
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this regard. Construction was to be 


financed with treasury funds. 


Interruptible Service 


The company’s gas reserves were found 
to be adequate to permit interruptible serv- 
ice to the generating station. With the 
sale to the station, the “life index” of the 
dedicated reserves would be reduced from 
26.82 years to 26.38 years, a difference of 
only four months. This evidence was un- 
contradicted. The rate proposed for this 
service was shown to be compensatory. 

On the question of public interest, it 
appeared that the electric company would 
enjoy considerable fuel-cost savings by 
using natural gas. Such savings, under 
existing contracts, would be passed along 
to the electricity-consuming public. 


Competition with Coal Industry 


Intervening coal interests undertook to 
show the estimated reserves of deliverable 
natural gas in the area apparently on the 
theory that such evidence would permit 
them to argue that since the “life index” 
of coal reserves was much greater than 
that of natural gas, the application should 
be denied. This evidence was excluded, the 
examiner holding that it had no probative 
value. The coal interests failed to show 
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any specific detriment that would result to 
them from gas service to the generating 
station, though obviously some loss of 
coal sales would be sustained. But eco- 
nomic loss to the coal interests, said the 
examiner, is not of itself a valid reason 
for refusing a certificate of public conven- 
ience and necessity to a natural gas com- 
pany. To give such an effect to the Natu- 
ral Gas Act, it was said, would be to stul- 
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tify the natural gas industry, reserving all 
markets to competing interests regardless 
of public benefits to be derived from natu- 
ral gas service. Under the Natural Gas 
Act, the commission’s jurisdiction is fixed 
by the requirements of public convenience 
and necessity. Re Cities Service Gas Co. 
Docket No. G-10458, April 11, 1957, af- 
firming examiner’s decision of February 


19, 1937. 


Rural Electric Co-operative Lawfully Invades 
Area Served by Private Company 


— a private electric company 
had been serving a rural area for 
twenty years under claim of certificate au- 
thority, the South Carolina supreme court 
held that the company was not entitled to 
an injunction to restrain a rural electric 
co-operative from providing service in the 
area. 

The pertinent statutes fail to limit the 
right of a co-operative to serve customers 
which are being served by a private com- 
pany. It must be assumed therefore, said 
the court, that the legislature intended for 
the co-operatives to serve all rural areas 
regardless of whether they are being 
served by private electric companies. That 
competition by the co-operatives might in- 
jure or even ruin a private company does 
not make such competition illegal. In this 
respect, the court observed, the instant 
case is a clear one of damnum absque 
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injuria (harm without legal injury). 


No Valid Noncompetition Agreement 


The company sought to show that, as a 
part of a property transfer agreement, an 
oral agreement had been made whereby 
the co-operative undertook not to offer 
service in the disputed territory. How- 
ever, the transfer agreement as finally re- 
duced to writing was void of any provi- 
sion relating to noncompetition. Under 
the legal rule governing parol evidence, 
the company could not be permitted, in 
this proceeding, to modify the written in- 
strument by showing an oral agreement 
restricting the co-operative’s service rights 
in the area. The company therefore could 
not make out a case for an injunction on 
the ground of violation of agreement. 
Heath Springs Light & P. Co. v. Lynches 
River Electric Co-op., Inc. 97 SE2d 79. 


Co-operative Properly Enjoined from Interfering 
With Electric Company Line Construction 


§ he Colorado supreme court ruled 

that an injunction was properly is- 
sued to restrain an electric co-operative 
from interfering with the construction of 
a power line by an electric company in 
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the latter’s authorized territory. Although 
the co-operative had no members in the 
area, it had nevertheless proceeded to erect 
a parallel line so close to the company’s 
construction that wires overlapped, with 
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resulting danger to life and property. The 
court observed that such conduct was 
reminiscent of the railroad wars of the 
1870's. 

For a number of years up to the time 
of this controversy the parties had ob- 
served an agreement whereby the co- 
operative would not furnish service in the 
area. The court noted that they were well 
within their rights in entering into this 
agreement, for nothing in it tended to im- 
pair the obligations of the company to 
serve the public, or the co-operative to 
serve its members. 


Court Jurisdiction Questioned 


The co-operative sought to defeat the 
trial court’s jurisdiction by claiming pub- 
lic utility status. In consequence of such 
status the commission and not the trial 


¥ 


court, it was asserted, had sole jurisdic- 
tion over the controversy. The court re- 
jected this argument, declaring that the 
co-operative could not thus evade the con- 
sequences of its unlawful acts. Whether 
the co-operative was a public utility, said 
the court, was immaterial in this case. 

If the co-operative desired to serve in 
the disputed area, it had no superior right 
over the company which was authorized 
by the commission to furnish service. In 
any event, said the court, the co-operative 
had no right to pursue the dangerous 
course of intermingling its electric wires 
with those of the company. Such unlaw- 
ful conduct produced an intolerable situa- 
tion which called for intervention by a 
court of equity. Intermountain Rural 
Electric Association, Inc. v. Colorado 
Central Power Co. 307 P2d 1101. 


Co-operative Denied Authority to Serve Nonmembers in 
Area Annexed to City 


electric co-operative’s contention 
that it had the right to extend serv- 
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ice to residents of an area that had been 
annexed to a city was not in accord with 


the Electric Co-operative Corporation 
Act, according to the Texas supreme 
court. The purpose of the ECC Act, 
pointed out the court, is to authorize the 
formation of co-operatives in order to 
make electric current available to rural 
areas. Whatever powers co-operatives 
possess are derived from, and measured 
by, the act. 

Co-operatives were limited to serving 
members only, under the statute. Persons 
living in an area not included in a city, 
town, or village having in excess of 1,500 
inhabitants were not qualified to become 
members. As an added emphasis of the 
fact that membership in co-operatives was 
strictly limited, the act provided that a 
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certificate of membership was not trans- 
ferable. It seemed clear to the court that 
inhabitants of the area under contention 
did not live in a rural area and were not 
qualified to become members of the co- 
operative. That was true of those residing 
within as well as those residing without 
the annexed area. 


Continued Service to Members 


The question which caused the court 
most difficulty was whether the co-opera- 
tive could continue to serve persons resid- 
ing in the annexed area who were lawful 
members of the co-operative at the time 
of annexation. Lawful membership once 
acquired, held the court, is not terminated 
by annexation by a city of the area in 
which the member resides. 

The statute provided that membership 
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could be terminated by resignation, expul- 
sion, or death of a member. There was no 
provision that it was terminated by an- 
nexation. Since members retained that 
status after annexation, and since the co- 
operative was expressly authorized to sup- 
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ply electric energy to members, it was the 
court’s view that it was authorized to con- 
tinue service after annexation. Texas ex 
rel. Southwestern Gas & E. Co. et al. v. 
Upshur Rural Electric Co-op. Corp. et al. 
298 SW2d 805. 


Rate Increase Granted Despite Unreliable Records 


_ Florida commission granted a 
rate increase of 10 per cent for Cen- 
tral Florida Gas Corporation although the 
records and accounts upon which the rate 
base was calculated were found to be un- 
reliable and not in conformity with the 
Uniform System of Accounts. The com- 
mission was satisfied, however, that the 
increase was justified. Even with the 
higher rates, the company would still 
operate at a net loss, according to both the 
company’s and the commission’s calcula- 
tions. But the increase was expressly con- 
ditioned on the company’s engaging a 
qualified accountant to analyze and correct 
the books and records. 

The company proposed to apportion ad- 
ministrative and general expenses between 
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its manufactured gas operations and 
liquefied petroleum gas operations so as 
to attain a closely identical ratio of reve- 
nues to expenses for both departments. 
The commission adjusted this apportion- 
ment on the basis of the number of cus- 
tomers the separate operations served, 
since the volume and nature of work in 
this expense category would be deter- 
mined largely by the number of customers 
served. The commission thought this ap- 
portionment on a customer basis would 
be more equitable. 

A proposal to convert rates from a vol- 
umetric to an equivalent therm basis was 
also approved. Re Central Florida Gas 
Corp. Docket No. 4967-GU, Order No. 
2463, March 25, 1957. 


Minimum Gas Charges Increased and Tax and 
Fuel Clauses Approved 


. increased operating costs, the 
Gainesville Gas Company obtained the 
approval of the Florida commission to in- 
crease its minimum charges 50 cents per 
month and to establish fuel and tax ad- 
justment clauses. The company’s rate of 
return was found to be deficient. After 
giving effect to the proposed minimum in- 
crease, the resulting rate of return would 
be only 1.48 per cent. 


Working Capital and Other Adjustments 


Cash working capital allowance was de- 


termined by computing one-eighth of the 
annual operating expense less fuel cost. 
The provision for fuel (materials and 
supplies) was ascertained by calculating 
the ratio of total fuel stocks to total issues 
and applying the ratio to the average 
monthly issue. This calculation produced 
an allowance in direct relation to the ac- 
tual experience of the company. The com- 
pany’s proposed provision for fuel allow- 
ance was based on one-eighth of a 45-day 
supply, or approximately six and one-half 
days’ requirements. 
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Since no interest was paid on customer 
deposits and they were available for com- 
pany use, the commission excluded them 
from the rate base. 

The company sought to include “Cor- 
poration Income Tax”’ in operating reve- 
nue deductions. This item was eliminated 
because it would be more than absorbed 
by an amount for “Interest on Long-term 
Debt.” 


Fuel and Tax Adjustment Clauses 


The proposed fuel adjustment clause 
provided automatic compensation for un- 
accounted-for gas, which amounted to 
17.1 per cent during 1956. Although the 
commission did not object to considering 
unaccounted-for gas in the fuel adjust- 
ment calculation, it thought the actual loss 
of 17.1 per cent was unreasonably high. 
In authorizing the fuel clause, it reduced 
the allowance for gas loss to 10 per cent, 
which it found to be “sufficiently liberal 
and compensatory.” To include the entire 
loss, said the commission, would be to re- 
quire the consumer to subsidize ineffi- 
ciency, and it would eliminate any incen- 
tive on the part of the company to reduce 
the unaccounted-for loss. 
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The fuel clause was approved as fol- 
lows: ‘“‘For each .6 cent (or major portion 
thereof) over 9.5 cents or under 7.5 cents 
delivered cost per gallon of propane, a cor- 
responding increase or decrease of .842 
cent per therm shall be applied to the gas 
rates for billing in the following month.” 

The authorized tax adjustment clause 
provided for the addition to all bills, in- 
cluding minimum bills, of the proportion- 
ate share of any tax, license, or assess- 
ment imposed by any governmental au- 
thority, which may affect the company’s 
operating cost, whatever the basis on 
which it might be applied, where direct 
allocation would be possible. 


Conversion to Therm Rates 


Conversion of rate schedules from volu- 
metric to an equivalent therm basis was 
authorized. 

The change would neither increase 
nor decrease the effective rates. It 
would, however, eliminate the necessity of 
using multiplying factors in the event the 
company should make future changes in 
the Btu content of its manufactured gas. 
Re Gainesville Gas Co. Docket No. 4980- 
GU, Order No. 2462, March 25, 1957. 


Normalized Theory Applied to Rapid Depreciation 
Accounting for Income Tax Results 


_ Colorado commission approved 
‘4 an electric company’s method of ac- 
counting for federal income tax results 
from accelerated depreciation of property 
taken pursuant to § 167 of the Internal 
Revenue Code of 1954. The company had 
tentatively determined to employ the de- 
clining balance depreciation method. The 
net effect would be to reduce income taxes 
during the earlier years and increase them 
during later years. 

In approving the method, the commis- 
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sion commented that certain facts ap- 
peared fundamental. The actual effects of 
the application of liberalized depreciation 
as provided in § 167 are historically un- 
known at this time. Application of liberal- 
ized depreciation may extend over the 
service lives of depreciable property, much 
of which may range around thirty years, 
in contrast to the situation with regard to 
the 5-year amortization provided under § 
168 of the Internal Revenue Code of 
1954. Under certain combinations of fac- 
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tors, the use of liberalized depreciation 
might result in actual tax savings and not 
in mere deferment of payment of tax. 

In view of such facts, said the commis- 
sion, and of the indeterminate possibilities 
of the ultimate effect of the utilization of 
liberalized depreciation, public interest 
would best be served by causing the com- 
pany to record on its books amounts rep- 
resenting the difference in taxes computed 
by using regularly applied book deprecia- 
tion and by using the liberalized method 
elected by the company under § 167. 

No one at this moment, said the com- 
mission, can say positively that the use of 
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liberalized depreciation will result in what 
would amount to tax deferral or tax sav- 
ing. Therefore, the commission held that 
the proposed accounting by the company 
should not bind the commission in any 
way as to future treatment, for rate-mak- 
ing purposes, of the funds which would 
be in the account entitled ‘Earned Sur- 
plus Restricted for Future Federal In- 
come Taxes.” The funds so accounted for 
in that restricted surplus account, directed 
the commission, shall not be available for 
dividends. Re Home Light & P. Co. Ap- 
plication No. 15030, Decision No. 47650, 
April 5, 1957. 


Massachusetts Commission Rules on Fuel Clauses 


y be purpose and justification of a fuel 
adjustment clause, pointed out the 
Massachusetts commission in a_ recent 
case approving a gas company’s clause, are 
to stabilize earnings of certain utilities 
where fuel costs are an important element 
in operating expenses. The currently vola- 
tile nature of fuel prices substantially af- 
fects the earnings of such utilities. The 
clause tends to reduce sharp fluctuations, 
by permitting a utility to recover added 
cost of fuel prices, and by requiring the 
utility to pass the benefit of fuel price 
reductions on to customers. 

The experience of the company seeking 
approval of the fuel clause provided a 
good example. In the latter months of 
1956, the cost of propane had been in- 
creased to 13 cents per gallon from 11.4 
cents. This would result in an increase in 
the cost of propane purchased for a full 
year on the basis of 1956 quantities in an 
amount which represented about 25 per 
cent of the 1956 net income of the com- 
pany. 

The commission authorized the com- 
pany to put into effect the new fuel clause, 
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under which the charge for gas would be 
increased or decreased at the rate of one 
cent per hundred cubic feet as the cost of 
propane might increase or decrease one 
cent per gallon from a specified price of 
11.4 cents per gallon. Re Ware Gas Co. 
DPU 12085, April 5, 1957. 


Other Rulings 


In two other cases, the commission 
passed upon the question of fuel clauses. 
In the Plymouth case, it was held to be in 
the public interest to permit the fuel 
clauses of two electric companies to be 
operative on all classes of customers, in- 
cluding residential accounts, because of 
the highly seasonal nature of operations. 

The commission directed two electric 
companies, in the Cambridge case, to re- 
submit fuel clauses using base costs for 
gas above or below which fuel adjustment 
charges would be computed as actual gas 
costs varied. Re Plymouth County Elec- 
tric Co. DPU 12041, April 12, 1957; 
Re Cambridge Electric Light Co. DPU 
12094, April 12, 1957. 
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Commission Empowered to Order Intercompany 
Extended-area Dial Service 


lives Ohio supreme court has affirmed 
a commission order requiring two 
telephone companies to inaugurate re- 
ciprocal, extended-area dial service be- 
tween their respective exchanges at Woos- 
ter and Congress. The court held that the 
commission is empowered by statute to 
order such service where public conven- 
ience and necessity reasonably demand it. 

Only one of the companies appealed 
from the commission order. It contended 
that there was not a sufficient community 
of interest between the two localities to 
warrant the service required. 

Extended-area service in relation to 
separate telephone companies enables a 
subscriber of one exchange to call a sub- 
scriber of another exchange without pay- 
ing a separate charge. Telephone sub- 
scribers are increasingly demanding this 
service, the court noted. 

Evidence indicated a considerable inter- 
change of communications between the 
two exchanges, involving professional, 
business, emergency, and social matters. 
The great majority of the people residing 
in the Congress area transact their busi- 
ness in Wooster, which is the county seat. 
The Wooster exchange has approximately 
9,700 subscribers, while the other has 
only 200. The exchanges are 13 miles 
apart. It was estimated that the cost of 
establishing the extended-area_ service 
would be less than $12,000. 

Surveys showed that 152 Congress 
subscribers made 710 toll calls to the 
Wooster exchange during a 30-day pe- 
riod, while about 20 calls a day were made 
from Wooster to the Congress exchange. 
The court thought the number of calls 
each way was not disproportionate. 


Necessity of Valuation 
In contesting the order, the company 
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cited a statute providing that no arrange- 
ment by which two companies merge or 
operate their plants in connection with 
each other shall be valid until the commis- 
sion has determined a property valuation. 
The court interpreted this statute, how- 
ever, as referring to a voluntary union or 
association but not contemplating a situa- 
tion where two separate companies are 
ordered to join facilities in the public in- 
terest. 

Those subscribers benefiting from 
the extended-area service will undoubtedly 
have to pay for it in the form of increased 
rates, the court observed. But that prob- 
lem would be one for the future. The court 
indicated that the commission has abun- 
dant authority to establish new rates 
which will be reasonable to the subscribers 
and fair as between the companies, insur- 
ing to the latter a fair return. 


Constitutional Aspect 


Judge Taft, in a concurring opinion, 
pointed out that if the company operating 
the Wooster exchange were required to 
furnish facilities for the subscribers of the 
other company, without compensation to 
itself or its subscribers, such requirement 
would violate not only the state statutes 
but the Fourteenth Amendment as well. 
It would constitute a taking of property 
without due process of law. 

On the question of the relative advan- 
tages of the subscribers of the two ex- 
changes, the judge observed that the Con- 
gress subscribers, after the commission 
order, will be able to contact an additional 
9,700 parties, while the Wooster sub- 
scribers will be able to call only 200 more 
parties. To that extent, it was calculated 
that by reason of the order the Congress 
subscriber would be 4,850 per cent better 





PROGRESS OF REGULATION 


ott, while the Wooster customer would be 
only 2 per cent better off. 

The judge thought the quoted statute, 
relating to the operation of separate plants 
in connection with each other, contem- 
plates these considerations and requires a 
valuation and establishment of rates be- 
fore the joint operation is undertaken. 
Judge Taft concurred with the majority, 


however, because he felt that it had not 
been decided whether the Congress sub- 
scribers could be required to pay the other 
company for the use of its facilities made 
available to them. Compensation, more- 
over, had been neither requested nor re- 
fused. Ohio Central Teleph. Corp. v. Ohio 
Pub. Utilities Commission, 140 NE2d 
782. 





Other Recent Rulings 


Refund to Gas Consumers. The Manu- 
facturers Light & Heat Company, in 
making refunds necessitated by a recent 
Pennsylvania court decision reducing its 
allowable return from 6.50 per cent to 
6.31 per cent, obtained the commission’s 
approval of the ascertainment of the re- 
fund due each individual customer on the 
basis of quantity of gas taken during the 
refund period, with interest at 6 per cent. 
Pennsylvania Pub. Utility Commission et 
al. v. Manufacturers Light & Heat Co. 
C. 16005 et al. March 18, 1957. 


Jurisdiction over Taxicabs. A federal 
court of appeals has upheld a ruling of 
the District of Columbia commission that 
it had not been delegated authority to 
limit the number of taxicabs that may be 
licensed in the District; that power was 
lodged in the commissioners of the Dis- 
trict of Columbia. Associated Taxicab Op- 
erators, Inc. v. Hayes et al. 240 F2d 638. 


Water Utility Sale to City. In approv- 
ing the sale of a water utility to the city 
which it served, the Missouri commission 
observed that in such a case it would not 
disregard the city’s (and municipal vot- 
ers’) determination of the public interest 
involved unless it should clearly appear 
that the sale would result in a deteriora- 


tion of water service, inability of the city 
to expand facilities to meet future public 
demands, or other substantial detriment to 
consumers. Re Sedalia Water Co. Case 
No. 13,628, March 25, 1957. 


Intrastate Rates Fixed by ICC. A 
United States district court upheld an or- 
der of the Interstate Commerce Commis- 
sion prescribing intrastate rail freight 
rates on the ground that existing rates 
were unduly prejudicial to interstate rates, 
the order being supported by substantial 
evidence. Cleveland Electric Illum. Co. v. 
United States, 147 F Supp 622. 


Television Construction Permit. A Fed- 
eral Communications Commission finding 
that a modification of a television con- 
struction permit which allowed the holder 
to bring its transmitter closer to another 
city than previously authorized did not 
make the station in reality a station of the 
other city was sustained by the United 
States court of appeals as supported by 
the evidence. Houston Consol. Television 
Co. v. Federal Communications Commis- 
sion, 240 F2d 409. 


Stay Pending Rule 
United States court of appeals held that 
a UHF permittee was not entitled to a 
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Making. The 





PUBLIC UTILITIES FORTNIGHTLY 


stay of proceedings on applications for 
licenses for two VHF stations in the same 
general area pending rule making by the 
Federal Communications Commission 
with regard to intermixture of VHF and 
UHF channels. Gerico Investment Co. v. 
Federal Communications Commission, 


240 F2d 410. 


Telephone Directory Advertising. The 
St. Louis court of appeals held that the 
running of advertisements in the classi- 
fied section of a telephone directory is not 
a public service but a matter of private 
contract between the subscriber and the 
telephone company. Mitchell v. South- 
western Bell Teleph. Co. 298 SW2d 520. 


Sufficiency of Findings. The Texas 
court of civil appeals affirmed a lower 
court’s order voiding a commission grant 
of certificates to specialized motor carriers 
where the commission, instead of making 


findings required by statute, had adopted 
findings made in another proceeding. 
Texas R. Commission et al. v. Alamo Ex- 
press, Inc. et al. 298 SW2d 926. 


Writ of Mandamus Improper. In re- 
versing a lower court decision granting a 
peremptory writ of mandamus to compel 
a railroad to restore certain service, the 
Nebraska supreme court pointed out that 
such a writ may be issued without notice 
only where there is no room for contro- 
versy as to the right and where, from the 
facts set forth in the supporting affidavit, 
the court can take judicial knowledge that 
there can be no valid excuse for failure 
to perform the act in question. Nebraska 
ex rel. Beck v. Chicago, St. P. M. & O. 
R. Co. 81 NW2d 584. 


Burden of Proof. The Pennsylvania su- 
perior court, in upholding a commission 


order granting additional authority to a 
motor carrier, observed that the burden of 
proof for such authority is met by show- 
ing that the proposed service is reasonably 
necessary for the accommodation or con- 
venience of the public, or by establishing 
that existing service does not satisfy the 
public need and that the proposed service 
will tend to correct or substantially im- 
prove that condition. Daily Motor Ex- 
press, Inc. et al. v. Pennsylvania Pub. 
Utility Commission, 130 A2d 234. 


Bonds to Finance Conversion. The 
Wisconsin commission approved the sepa- 
rate applications of two telephone com- 
panies for authority to issue first mort- 
gage bonds in order to finance net addi- 
tions to plant in service in connection with 
conversion to automatic dial operation. 
Re St. Croix Teleph. Co. 2-SB-675, 
March 5, 1957; Re North-West Teleph. 
Co. 2-SB-676, March 4, 1957. 


Telephone Company Mortgage. The 
Illinois commission approved a telephone 
company’s application for authority to 
execute a mortgage covering all its prop- 
erty with the exception of cash, accounts 
receivable, motor vehicles, and current in- 
ventories of materials and supplies as se- 
curity for a loan obtained to finance plant 
improvement. Re Okaw Teleph. Co. No. 
43823, March 20, 1957. 


Gas Rate Rehearing Denied. In the ab- 
sence of new facts or principles of law, the 
Federal Power Commission denied re- 
hearing of its recent order disapproving 
natural gas producer rate increases for 
failure of the applicants to sustain the 
burden of proof as to the reasonableness 
of the increases. Re Orange Grove Oil & 
Gas Corp. et al. Docket Nos. G-8518, G- 
8519, March 28, 1957. 
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his unmatched combination of features proves it... 


eptionally high contact pres- 
e—provides maximum current- 
ying capacity—cleans during 
ration. 


plified, rugged factory-sealed 
l|bearing blade-actuating 
hanism for smooth operation. 
nde is locked in open and 
ed position. 


imum number of moving parts 
or efficient, easy, dependable 
ration. 


anently sealed rotating in- 
bor bearing — prevents mois- 
, dirt accumulation. Ease of 
ration assured, 


diest possible construction — 
It to outperform and outlast 
ler switches. 


Large contact deflection — main- 
Fully controlled blade in all tains high-pressure contact over 
positions. long life. 


Corrosion and abrasion-resisting 
silver-to-copper contacts for high, 
conductivity. 


Independent pressure-applying 
spring and current-carrying mem- 
bers in contacts. No small contact 
springs. No dual function parts. 


Contacts fully visible for thorough 
inspection. 


Minimum number of current in- 
terchanges — for maximum elec- 
trical efficiency. 


or ultimate low cost, you 
int beat Delta-Star MK-40 Switches 


The sum of components produces an unequalled air switch . . . because, considering 
all features, the Delta-Star MK-40 stands out for its highly efficient, long, dependable 
service at low ultimate cost. 

Other switches may look like the Delta-Star MK-40, but they do not necessarily 
perform the same. In such other switches, even minor changes in bearing centers, or 
an extra link in the mechanism only introduce needless complications and small 
parts that may detract from top performance. 

For your consistently best buy in air switches, specify the Delta-Star MK-40. 
Delta-Star Electric Division, H. K. Porter Company, Inc., Chicago 12, Illinois. 
District offices in principal cities. 


DELTA-STAR ELECTRIC DIVISION 
H. K. PORTER COMPANY, INC. 


Divisions of H. K. Porter Company, Inc. are: Connors Steel, Delta-Star Electric, Henry Disston, Laclede-Christy, 
Leschen Wire Rope, McLain Fire Brick, Quaker Rubber, Riverside-Alloy Metal, Vulcan Crucible Steel, W-S Fittings. 
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NEWPORT NEWS) SHIPBUILDING & DRY DOCK CO 


0] a ial 
ENGINEERS 
POWER PLANT | i | gil 
BY GIBSON METHOD 

MAY 2,1954 
EFFICIENCY 
141° Fee 


DEPARTMENT 
CORPS OF 
CLARK HILL 
EFFICIENCY TEST 
UNIT No. 5 
TURBINE 
NET HEAD = 





Maximum efficiency of 94.1% 


Reflects advanced practices at Newport News 


THE GRAPH shows performance of a 55,000 horse- 
power turbine, one of seven such units built by New- 
port News for the Clark Hill Power Plant (see photo). 


Shape of the curve is typical... not exceptional... 


for Newport News turbine performance. Regular, 
uniform, showing no-cut-off at full load, it indicates 
consistent delivery and stable operation. 

And especially, experience in design and model 
testing. 

At Newport News, turbine runners are continually 
being designed and redesigned for improvements in 


Engineers ... Desirable positions available at Newport 
News for Designers and Engineers in many categories. 
Address inquiries to Employment Manager. 


performance. And often upon receiving a contract for 
turbines, a model setting is built and complete tests 
made. So far, Newport News has filled turbine con- 
tracts with an aggregate rated output in excess of 
7,000,000 horsepower. 

Penstocks, spiral casings, valves, pumps, reck rakes 
and other essentials are also designed and built by 
Newport News. Our illustrated booklet, “\\’ATER 
POWER EQUIPMENT,” will be sent to you upon 
request. 


Newport News 


Shipbuilding and Dry Dock Cor:pany 
Newport News, Virginia 
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Industrial Progress 


Wisconsin Public Service to 
Spend $14,970,000 on 
Construction 

WISCONSIN Public Service Corpo- 
ation wil! spend $41,000 a day for the 
ext twelve months for new and im- 
roved facilities, according to Harold 
> Taylor, president. A total of $14,- 
70,000 will be invested in facilities to 
erve new customers and to meet the 
owing needs of present customers. 
e company serves a 10,000-square- 
nile area in north central and north- 
bstern Wisconsin, and an adjacent 
art of upper Michigan. 

The largest single expenditure will 
e $6,305,000 to be spent on the con- 
truction of a 75,000 kilowatt generat- 
ng unit addition to the Pulliam steam 
ectric plant in Green Bay. The unit 
rill ultimately cost $13,500,000 and 
ill be completed late in 1958. 
Improvements to the electric trans- 
hission system will cost $600,000. 
lew substations and substation addi- 
ons will cost $726,000; distribution 
stem expenditures will cost $3,470,- 
() 


About $2,500,000 will be spent in 
xpandin;: and improving the utility’s 
as SyStein. 


AEC Contracts with NDA 
For Work on New 
Reactor System 


to:nic Energy Commission has 
-/ with the Nuclear Develop- 
rporation of America, White 
w York, for research, de- 
and preliminary design 


ity of a liquid sodium cooled, 

ja-er moderated reactor sys- 
> estimated cost of the work 
der this contract is $1,725,000. 
The work looks toward the con- 
Tuction and operation of a nuclear 
€ctric pinnt in Anchorage, Alaska 
nder a three party agreement now 


fing negotiated among the Nuclear 
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Development Corporation, the Chu- 
gach Electric Association of Anchor- 
age, Alaska and the Commission. 

The work to be done by the Nu- 
clear Development Corporation was 
outlined in a proposal for a 10,000 
electrical kilowatts capacity nuclear 
electric plant made jointly to the Com- 
mission by the Chugach Electric As- 
sociation and the Nuclear Develop- 
ment Corporation, in response to the 
second invitation under the Commis- 
sion’s Power Demonstration Reactor 
Program. The Commission on August 
28, 1956 announced that it had author- 
ized, as a result of the proposal, nego- 
tiations which would determine the 
kind of assistance to be given to the 
Chugach-NDA group. 

The project has been divided into 
three phases: first, initial design and 
development; second, final develop- 
ment and engineering design; third, 
construction, start-up and operation. 


The contract with the Nuclear Devel- 
opment Corporation covers work un- 
der the first phase. Negotiation is un- 
der way on a contract with the Chu- 
gach-NDA group which would cover 
the remaining phases of the project. 
These remaining phases would be un- 
dertaken only if the preliminary work 
to be done under the NDA contract 
demonstrates that the reactor concept 
is feasible. 


The Commission has determined 
that successful combining of heavy 
water as moderator and liquid sodium 
as coolant would constitute an im- 
portant technical advance in power 
reactor technology. Although exten- 
sive technical knowledge has already 
been developed on the use of either 
heavy water or liquid sodium in reac- 
tors, a significant amount of research 
and development is considered neces- 
sary to develop technology combining 
the two in a single reactor system. 

















Security 


Common Stock 


TEXAS EASTERN 











Common and Preferred Dividend N otice 


May 6, 1957 
The Board of Directors of the Company has declared 
the following quarterly dividends, all payable on 
June 1, 1957, to stockholders of record at close 
of business, May 14, 1957: 


Preferred Stock, 5.50% First Preferred Series . . . $1.37 
Preferred Stock, 5.85% Series 

Preferred Stock, 5.00% Series 

Preferred Stock, 4.75% Convertible Series 

Preferred Stock, 4.50% Convertible Series 


SHREVEPORT, 


Amount 


per Share 


CS o> Secretary 


LOUISIANA 
































INDUSTRIAL PROGRESS—( Continued) 


West Penn Power Announces 
$61 Million Expansion Program 
For 1957-58 


WEST Penn Power Company has 
mapped construction and expansion 
projects totaling $61,000,000 for this 
vear and next, according to P. H. 
Powers, president. The $35,000,000 
scheduled for 1957 will be the largest 
single-year expenditure in company 
history for additional and improved 
facilities. The company has spent 
$172,000,000 on expansion during the 
past ten years. 

Greatly increasing use of electric 
service, coupled with future needs of 
West Penn’s 365,000 customers in an 
8,775-square mile service area in 
Western and North Central Pennsyl- 
vania, will require the huge expansion 
program. 

Currently, West Penn’s largest 
single project is the additional gen- 
erating capacity to be provided by the 
new Armstrong power station north 
of Kittanning. The first 165,000-kilo- 


watt generating unit is scheduled to go- 


“on the line” in the early summer of 
1958, to be followed by another unit 
of about the same size. 


Other power station construction of 
a nature that does not affect total gen- 
erating capacity includes projects at 
Springdale, Mitchell, and Windsor 
Power Stations. 

One major line project that adds 
another link to the key 132,000-volt 
transmission system is nearing com- 
pletion. It is from Armstrong station 
to Kersey (near Ridgway), and con- 
nects with other 132,000-volt lines at 
both ends. 

Several other projects involve ex- 
penditures in the vicinity of a half 
million dollars, all or part of which is 
planned for 1957. 

These include a major substation 
with connecting lines on the western 
edge of Washington, a new substation 
adjacent to Connellsville power sta- 
tion, an additional line and increased 
capacity at Bredinville substation at 

3utler, a new substation and lines on 

the edge of Latrobe, another new sub- 
station and lines near Irwin, and still 
another new substation and related 
line improvements in the vicinity of 
Elizabeth. 

Other projects planned by West 
Penn are in the bracket from $10,000 
to a quarter of a million dollars. 


94 Utilities Awarded 
Certificates by PUAA 


NINETY-FOUR utility compan 
were honored recently « luring 
Public Utilities Advertising Assoc 
tion’s 36th Annual Meeting i in Cle 
land for outstanding advertising p 
pared during 1956. 
Award certificates were 
to winning-company adv 
ecutives in recognition of 
which survived judging i: 
ent classifications. Every | 
vertising conducted by investor-owr 
operating utilities throughout { 
United States, Canada and Hav 
was judged in the contest. 
More than two thousa 
were received in this year’s PU: 
3etter Copy Contest, the oldest c 
tinuously conducted contest in the 
vertising field. A total of 189 awai 
was presented by Frank C. Lietz, ; 
vertising manager of Northern | 
nois Gas Company, Bellwood, Illin 
who served this year as chairman 
the Better Copy Contest. 
Leading the winners in number 
awards received was the North 
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American Appraisals meet 
the requirements of Trust Indentures 


An American Appraisal provides all needed facts 
when the trustee must furnish an authoritative 
certificate of value, or verify the existence and 


condition of all assets. 


The 


AMERICAN APPRAISAL 


Company 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 


More for your Money in 


up—19 ga. doors). 


structure. 





HALL 








New Line Construction Body for single or dual wheel chassis from % 
Length from 8’ to 14’ (CA's from 48” to 120°’). 
ample stowage space inside and out. 


@14 and 16 ga. Body Steel (14 ga. 
throughout for models rated 1 ton 


@ ¥%” Diamond Floor Plate. 
@ 5” Structural Channel Under- 


@ Electric Welded throughout. 

® Telescoping Roof with weather 
tight, easy sliding action. 

@ One piece Smooth Welded Draw- ®@ Bit and Chisel Drawer 
ers and Compartments. 

@ Vertical or Horizontal Flush Doors 
with recessed, spring loaded 
latches at no extra charge. 


IMMEDIATE DELIVERY ¢ Distributors in — Cities 
Distributors for 


DERRICKS 
813 SOUTH READING 


MORYSVILLE 


to 2 tons, 
Sliding roof for derrick; 
Many plus features at no extra cost. 


®@ Concealed metal Winch Box. 

© Curbside Access to tools and 
equipment used most ‘requently. 

® Vertical Compartments for 
ers, lines and linemen’s tools. 

@ Large, inside ventilated, Rubber 
Goods Compartment. 

® Two piece Front Window in ¢ 
compartment. 

Bess. fo 
Drills, Tamps, Rods, ¢' 

© Fendix Undercoating « 
charge. 


(no extra 


MORY SVILL 
Body | (evan IN 
AVE., J BOYERTOWN, PENNA 
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he CLEVELAND 80W replaces 6 men, 4 machines 
...and does the job in half the time! 


Don Rogers, superintendent of 
Char!es Ramsey and Company of Fort 
Carson, Colo. has this to say about the 
performance of his new Cleveland 
Mode! 80W on a job of backfilling and 
compacting trench for the U.S. Army at 
Camp Carson: 





"On this job, the 80W has replaced a 
in the large tractor, a 210 cu. ft. air compressor, 
89 awaill two triple tampers and 6 men, and is 


Lietz, 4 
7 doing the job in half the time.” 
1, In¢ 


airman “|'m paying this machine the supreme 
compliment of saying that it is the 
only machine | have ever seen that puts 
the dirt back in the ground as well as 
a Cleveland 140 trencher takes it out.” 


The CLEVELAND 80W 


A SIDECRANE 


e@ Lays Pipe — 30,000 ft. Ib. capacity 

e Power Boom — Up and Down 

e 4 Line Speeds 

e Long Reach — 21 Feet 

e Sets Bends, Valves 

e Unloads — Strings — Pulls Sheathing, etc. 


A BACKFILLER 


e 4% Foot Scraper Board 

e Backfills Clean 

e Backfills Fast — 20 Passes Per Minute 
e Stays Off Completed Work 

e Backfills from Either Side of Trench 

e@ Works Safer — Parallels Work 

e@ Fits All Job Conditions 


A TAMPER 


e Fills and Tamps Simultaneously 
e Meets Density Specifications 
e@ Tamps From The Bottom Up 
e Parallels Work — No Straddling 
e@ Tamps Wider — Tamps Safer 


ONE MACHINE...ONE OPERATOR...DOES IT ALL 


PlaS> 
Ws +N 


oh THE CLEVELAND TRENCHER COMPANY 
\y 
(e ry Everywhere 20100 St. Clair Avenue . Cleveland 17, Ohio 


WZ ® 

















serious risk! 


@ Standing poles older than 18 to 
20 years require systematic inspec- 
tion at the groundline area . . . and 
treatment where necessary. 


@ Competent inspection and prop- 
er treatment add 20 to 30 years to 
the useful life of older standing 
poles. 


e@ Additionally, inspection will fur- 

nish adequate reports so that re- 
placements where necessary can be 
effected before the risk of pole 
failure becomes dangerous. 


@ OSMOSE has the experience 
and the trained personnel to put 
this inspection and treatment plan 
into operation quickly, effectively 
and economically. 


@ Aword to your pole service men 

(who are familiar with this plan) 
should answer any questions in 
your mind. 


C) & MOSSE 


OSMOSE WOOD PRESERVING CO. 
OF AMERICA, INC. 

978 ELLICOTT ST. BUFFALO, N. Y. 
Producers of a complete line of 
wood preservatives 
for: MINES © RAILROADS 
UTILITIES © FARM and HOME 
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States Power Company (Minneap- 
olis), who received seven. Consoli- 
dated Edison Company of New York, 
Inc. (New York) was second with six 
awards. 

Seven companies—The Cincinnati 
Gas & Electric Company (Cincin- 
nati), The Cleveland Electric Illumi- 
nating Company (Cleveland), The 
East Ohio Gas Company (Cleveland), 
Laclede Gas Company (St. Louis), 
Pacific Gas and Electric Company 
(San Francisco), South Jersey Gas 
Company (Atlantic City), and Wis- 
consin Public Service Corporation 
(Green Bay)—each received five 
awards. Six companies—Common- 
wealth Edison Company (Chicago), 
The Hartford Gas Company (Hart- 
ford), Houston Natural Gas Corpora- 
tion (Houston), Indianapolis Water 
Company (Indianapolis), Southern 
Union Gas Company (Dallas), and 
Virginia Electric and Power Company 
(Richmond)—received four awards 
each. 

Three awards were received by 
British Columbia Electric Co., Ltd. 
(Vancouver), The Connecticut Light 


|-& Power Company (Hartford), The 


Hartford Electric Light Company 
(Hartford), The Hawaiian Electric 
Company, Ltd. (Honolulu), Min- 
neapolis Gas Company (Minneap- 
olis), New Orleans Public Service, 
Inc. (New Orleans), Texas Eastern 
Transmission Corporation (Shreve- 
port), Union Electric Company (St. 
Louis), and The Washington Water 
Power Company (Spokane). 

Twenty companies picked up two 
awards each, while 50 companies re- 
ceived one each. 

In addition, a special award went 
to the Guaranty Trust Company of 
New York for “outstanding advertis- 
ing published in support of private 
enterprise in the public utility indus- 
try.” 


United Gas Improvement Has 
$37,000,000 Expansion Program 


A $37,000,000 expansion program 
covering a five year period is under 
way at United Gas Improvement 
Company, E. H. Smoker, president, 
told the N. Y. Society of Security 
Analysts recently. 

Mr. Smoker reported that gas sales 
last year increased by 20 per cent ; and 
he forecast that the rise in 1957 will 
be higher. House heating customers 
now amount to 16.5 per cent of the 
company’s total number of residential 
customers, and it was stated that there 
is still a large market for this class of 
business. 

UGI expects to go into the liquefied 
petroleum gas business in what it de- 


n — ( Continued 


scribes as “one of the finest rural are; 
in the United States.” 


Chesapeake & Potomac Tel, 
Has Expansion Program 


THE Board of Directors of 4 
Chesapeake and Potomac ‘Velepho 
Company appropriated $725,000 f 
plant additions and improvements ; 
the District of Columbia at their reg 
lar monthly meeting recently. 

The major portion of the apprq 
priation, according to H. Holmé 
Vogel, vice president in charge of t 
Washington Company, wi!! be usd 
for the installation of additional di 
central office equipment in vario 
wire centers and for new cable int 
Anacostia and Brookland :ireas, 

Telephones in service in Washing 
ton continued to grow, and at thee 
of the month there were 572,962, : 
increase of 17,295 over March, 195 


Demand Meter Kit Developed 
By Allis-Chalmers 


A DEMAND meter kit for use } 
utilities in making load surveys 4 
feeders for planning guidance 
been announced by Allis-Chalme 
Manufacturing Company. 

Easily mounted on Allis-Chalme 
distribution voltage regulators, 
meter responds to the heating effe 
of the load in amperes—the limiti 
factor of the circuit capacity. 

A current transformer which ste} 
up the control current to the desir 
meter current is mounted inside t 
meter. This current transformer hi 
two taps which make it possible t 
read either 3 amperes or 6 amperg 
full scale deflection. The taps can 1 
changed by two metal strips on ti 
rear of the meter. 


VEPCO Cited by United 

Shareholders of America 
THE Virginia Electric and Powé 
Company was awarded a citation! 
meritorious achievement in the field 
management-shareholder relations ! 
the third consecutive year, accortit 
to Hitch, vice-president. 

The award is given annually byt 
United Shareholders of .\merica, 
non-profit organization ot hareholf 
ers in American businesse». 

The award was presente:| to col 
cide with the annual meeting of stot 
holders of Vepco. i 

The citation, presented fi. “enc! 
aging participation in Am: “ican q 
porate ownership,” was 4 -arde 
Vepco in 1956 and in 195° j 

Vepco is owned by mor” than 3 
000 shareholders in all the 48 stat 
and 21 foreign countries. 
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e desird 
nside t 
mvc The new Westinghouse Anechoic Vault recently dedicated 
amper at its Sharon, Pennsylvania transformer laboratory is equivalen 
cae in size to a five-story building, with walls five feet thick and a 
150-ton door. 
ited ‘ P 
oa As Westinghouse stated—"'Here the biggest transformer 
1 Pow to be built in the foreseeable future will be tested for noise re- 
ation f ducti ee 
ve field ucTion. 
tions fi P 
ccordit Engineers at Commonwealth Associates Inc. were re 
ly byt sponsible for the structural and acoustical engineering 
eal design for this Westinghouse project. 
to coll S 
of sf OM MONWEALTH SERVICES INC. RATES = DEPRECIATION 
INSURANCE ACCOUNTING 
ew York. N. ¥. Jackson, Mich. Washington, D.C. Houston, Tex. PURCHASING 
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VERY “HUSH HUSH" 






INDUSTRIAL RELATIONS 






PUBLIC RELATIONS 

STOCK TRANSFER 

PROXY SOLICITATIONS 
GENERAL CONSULTATION 
ENGINEERING— bs 
CONSULTING AND DESIGN 





CO‘AMONWEALTH ASSOCIATES INC. 


The Commonwealth Professional Engineering Organization 



















DATA 
PROCESSING 








@ DATA PROCESSING 

@® ELECTRIC TYPEWRITERS 
@ TIME EQUIPMENT 

@ MILITARY PRODUCTS 


© To keep service up . . . and costs down. 
in today’s rising tide of public utility growth, mo 
and more companies depend on the speed and accurat 
of IBM electronic data processing systems to eli 
nate growth problems. 


e One large utility company, for exampl 
has already saved some $70,000 on payroll and sto 
dividend applications through the use of its IBM 70 


e In the face of your growth, too, IBM sy 
tems not only maintain the great service tradition 
public utilities, but actually smooth out procedur 

. step them up. Moreover, they can solve yo 
complex engineering problems, freeing valuable e 
gineering talent for more creative work. And expan 
ing customer billing, payroll, other routine accoun 
ing jobs are done more easily, swiftly, accurately. 


e Whether your problems are in accounti 
or engineering, your IBM representative brings t 
full weight of IBM’s 43 years of experience and prove 
performance to bear on them. Why not phone hi 
today? Or write: Public Utilities Department Ad 
International Business Machines Corporation, # 
Madison Avenue, New York 22, New York. 








bivers get set to “hit the road” with the first of the 1000 new Power Giants ordered by Ryder System, Inc. 


Dodge awarded 
1000-truck order 


“We picked these Dodge Power Giants to give 
our truck-lease customers the finest hauling and 
delivery operation at lowest cost’, James Ryder 
(right), president of Ryder System, Inc., tells 
Lee F. Desmond, vice president of Dodge. 


Ryder System, Inc., world's largest exclusive truck-leasing company, 
puts low-cost operation first...picks Dodge for record order 


When your business is leasing trucks, there’s 
only one way to make it pay off. And that’s by 
keeping your operating costs per mile at rock- 
botiom levels. That’s why Jim Ryder, presi- 
den! of Ryder System, Inc., decided on Dodge 
when he needed new trucks. He knew that 
Dodge trucks are built to take extra miles 
without extra costs. 


For instance, new Dodge Power Giant V-8’s are 
the most powerful of the low-priced three. 
And that extra power lets you handle the 
ruggedest hauling jobs with less engine strain. 
Less strain means less wear and, of course, 
fewer repairs. Exclusive Power-Dome design 
delivers premium performance on regular gas, 
too. “I save money both ways”, says Jim 


Ryder. “But more important, I know that my 
customers will be thoroughly satisfied with any 
Dodge Power Giant they lease.” 


Why not do as Jim Ryder did . . . check into 
the facts with your Dodge dealer. You'll find 
a Dodge Power Giant will pay off for you, 
whatever your business. 


DODG 
PowerGiants 


Most Power of the Low-Priced 3 











service lines into the future... 


Vast growth of the Utility Industry 
has had its share of financial complexities. 
However, close to the pulse of the finan- 
cial world and to the Industry itself, our 
specialists continue to reach ahead with 
new and sound approaches. 

Whether an undertaking of capital plan- 





THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


ning, financing, or cultivation of the finan- 
cial community—our Analytical Studies, 
Seminars and Round Tables may prove 
valuable aids to your company’s future. 

For more information, call Public Util- 
ities Department at Dlgby 43500 or 
write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 


RicHarD H. West, Chairman of the Board 


Total Assets over $1,500,000,000 


GerorcE A. MurPnHy, Pres 


Public Utilities Department—JoHn F. CuiLps, Vice President in Charge 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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PUTTING POWER INTO YOUR EXPANDING PROGRAMS 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











%* Standby 


* 100% Town Supply 


Design ¢ Engineering e Construction 


[) RA K a & TOWNSEN 1B) 11 WEST 42ND STREET NEW YORK 36,N. Y. 


%* Augmentation 
1 
i 





Jord, Bacon & Davis 


VALUATION Engin CONSTRUCTION 
REPORTS & Cers RATE CASES 


NEW YORK @ CHICAGO e@ LOS ANGELES 


GIBBS & HILL, inc. 
@ Consulting Engineers 


DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 

















GILBERT ASSOCIATES, INC. 
A ENGINEERS © CONSULTANTS © CONSTRUCTORS 





607 WASHINGTON ST. 
READING, PA. 


e WASHINGTON @ PHILADELPHIA @ NEW YORK 


FOUNDED 1906 « 
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PROFESSIONAL DIRECTORY 


(continued) 





W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 








GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 


Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 








HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1384 HOLLY AVENUE e COLUMBUS, OHIO 








JENSEN, BOWEN & FARRELL 
ENGINEERS 

ANN ARBOR, MICHIGAN 

APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 

COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 

DETERMINATION 


She Kuljian Gryeoraiion 

Lb 

ENGINEERS e rows rrevuct 0 Ra 
POWER PLANT SPECIALISTS 


DESIGN «CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 














William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND ne 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR MUNICIPAL 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 








CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Design and Construction Management 
Steam, Hydro Electric and Diesel Plants—Gas Turbine Installations 
BOSTON, MASS. ==. CHARLOTTE, N. C. 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 


MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 
Organization * Corporate Practices a Accounting * Budgeting « Financing » Taxes * Stock Transfer « Appraisals * Valuations « Economic 


Analysis « Cost of Money Studies « Studies « E © System Planning © Industrial Engineering * New Business © Rates ¢ Pricing 
Seles and Marketing * Safety « Insurance © Pensions ¢ Employee Welfare « Public Relations ¢ Advertising * Personnel ¢ Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 








Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND — Hs SPECIALISTS IN 
OPERATING ENGINEERS \ ACCOUNTING, FINANCING, RATES, 
PURCHASING \ Z INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET ‘ CHICAGO 4, ILLINOIS 








SANDERSON & PORTER ENGINEERS 
DESIGN * CONSTRUCTION 


NEW YORK NEW YORK 








Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 














STONE « WEBSTER 
ENGINEERING CORPORATION 
Design e Construction e« Reports « Appraisals 
Examinations e Consulting Engineering 


NEW YORK BOSTON CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SEATTLE TORONTO 














The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 











Whitman, Requardt and Associates 
DESIGN — SUPERVISION HANDY-WHITMAR INDEX 


REPORTS — VALUATIONS Geinaien tan Coats 


Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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PROFESSIONAL DIRECTORY (concluded) 





Abram%’Aerial Survey 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 

Abrams Bldg. Lansing, Mich. 


PETER F, LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical * Structural 
Civil * Thermodynamic ¢ Architectural 


« o 
eucueo® FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 








BURNS & McDONNELL 
Engineers - Architects - Consultants 
KANSAS CITY, MO. 

P.O. Box 7088 
Phone: DElmar 3-4375 


LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 





gto Electric Building Indianapolis, Ind. 


MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 








ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


femoe Bee Si om. a >) 
GAS AnD SERVICE CO. 
327 So. LaSalle St., Chicago 4, UL 








PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 
Main Office Pittsburgh, Pa. 

32 Laboratories in Principal Cities 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analysese—Iinsurance Surveys 





A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
Power STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 
2416 S. MICHIGAN AVE., CHICAGO, ILL. 


Los Angeles Tamps 








FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 


The R. W. STAFFORD CO. 
GAS CONSULTANTS — ENGINEERS 
CONSTRUCTORS 

Natural Gas Conversions 
Plant Management & Operation 
Accident & Insurance Investigations 
Peak Shaving & Standby Plants 
EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 











JACKSON & MORELAND INC.. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 








SVERDRUP & PARCEL, INC. 


Engineers — Architects 


Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems — Industrial Plants 
Studies — Reports 


St. Louis ° San Francisco « Washington 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 
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Abrams Aerial Survey Corporation .... 
*Allen & Company 

*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The 
American Telephone & rr reread 
*Analysts Journal, The 


Babcock & Wilcox Company, The 

*Bell Helicopter Corp. .. 

Black & Veatch, Consulting Engineers 

*Blyth & Company, Inc.. 

Burns & McDonnell Engineering Company .. 


Cc 
Carter, Earl L., Consulting Engineer .. 
*Cating Rope Works, Inc. 
Cleveland Trencher Company, The 
Columbia Gas System, Inc, The .. 
*Combustion Engineering, Inc. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 
Consolidated Gas and Service Company .. 


D 
Day & Zimmermann, Inc., Engineers ... . 
Delta-Star Electric Division, H. K. Porter Company, Inc. 19 
Dodge Division of Chrysler Corp. 
Drake & Townsend, Inc. 
*Dresser Industries, Inc. 


*Ebasco Services Incorporated . ae 
Electro-Motive Division, Genera! Motors .. 


F 


*First Boston Corporation, The : 
Ford, Bacon & Davis, Inc., Engineers .. 


G 


Gannett Fleming Corddry and Carpenter, Inc. .. 
General Electric Company 
Inside Front Cover, Outside Back Cover 
Gibbs & Hill, Inc., Consulting Engineers .. 
Gilbert Associates, Inc., Engineers . : 
Gilman, W. C., & Company, Engineers 
*Glore, Forgan & Company . .. 


H 
Haberly, Francis S., Consulting Engineers 
*Halsey, Stuart & Company, Inc. 28 
*Harriman, Ripley & Company ee He 
Hirsch, Gustav, Organizations, Inc. ................... 31 
Hoosier Engineering Company .. 


i 
International Business Machines Corp. ................ 26 
*International Harvester Company, The 
Irving Trust Company oe as 


J 
Jackson & Moreland, Inc., Engineers 
Jensen, Bowen & Farrell, Engineers . 
*Justrite Mfg. Company 


*Fortnightly advertisers not in this issue. 
gntly 


K 
*Kellogg, M. W., Company, The 
Kerite Company, The 
*Kidder, Peabody & Company .. 
*Kuhn Loeb & Company 
Kuljian Corporation, The 


*Langley, W. C. & Co. 

Leffler, William S., Engineers Associated 

*Lehman Brothers .... 

“Loeb {Garl MM.) Rhodes & Co. ......... 6.0.6. canes 
Loftus, Peter F., Corporation 

Lutz & May Company, Consulting Engineers . 


M 
Main, Chas. T., Inc., Engineers eh 
*McCabe-Powers Auto Body Company .... 
*Merrill Lynch, Pierce, Fenner & Beane .. 
Middle West Service Company 
Miner and Miner .. 
*Morgan Stanley & Company 
Morysville Body Works, Inc. .. 
*Motorola Communications & Electronics, Inc. 


N 
*National Association of Railroad & 
Utilities Commissioners 
Newport News Shipbuilding & Dry Dock Co, 
*Nuclear Development Associates, Inc. 


°o 


Osmose Wood Preserving Co. of America, Inc. .. 


*Pacific Pumps, Inc. 

*Parkersburg Rig & Reel Company, The 
Pioneer Service & Engineering Company ... 
Pittsburgh Testing Laboratory 


R 
Recording & Statistical Corporation ... 
Remington Rand Div. of Sperry Rand Corp. 
Robertson, H. H., Company .. Inside Back Cover 


Sanderson & Porter, Engineers .. 

Sargent & Lundy, Engineers ..... 

Schulman, A. S., Electric Co., Engineers 

*Smith, Barney & Company 

*Sno-Cat Corp. of N. H. 

*Southworth Brush Cutter 

*Sprague Meter Company, The . 

Stafford, R. W., Company, The, Consultants 
Stone and Webster Engineering Corporation .... 
Sverdrup & Parcel, Inc., Engineers 


T 


Texas Eastern Transmission Corporation 


*Union Securities Corporation 


Ww 
*Westinghouse Electric Corporation 
White, J. G., Engineering Corp., The 
*White, Weld & Co. 
Whitman, Requardt and Associates 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Robertson 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. 


Offices in Principal Cities 





Q-Panel walls grace the new Elrama Power 
Plant (above) near Pittsburgh. It was designed 
by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 
Corporation was General Contractor. 
































Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 


Please send a free copy of your Q-Panel Catalog. 
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PROGRESS IN TURBINE-GENERATORS 
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NEW GENERAL ELECTRIC 125,000-kw, double-reheat steam 
turbine-generator unit introduces advanced steam condi- 
tions—4500 psig initial pressure, 1150 F initial tem- 
perature, 1050 F first reheat and 1000 F second reheat. 


New General Electric steam turbine at 
American Gas and Electric System’s Philo Plant opens way to... 


New Economies in Electric Power Generation 


The new General Electric 125,000-kw, supercritical- 
pressure turbine marks a new milestone in the 
progress of steam turbine-generator technology. By 
taking advantage of the thermodynamic gains that 
can be realized with the use of these higher pressures 
and temperatures, steam stations will be able to 
extract still more power from every pound of fuel 
burned—thus helping to keep electricity today’s 
greatest bargain. 

In building this turbine for the Ohio Power Com- 
pany’s Philo Plant some new and forward-looking 
design concepts were introduced. Representing the 
first major step in increasing pressure since a maxi- 


mum of 2300 psig was reached in the early 1940’s, 
this turbine operates at the supercritical pressure of 
4500 psig—almost double the highest pressure used 
for power generation in this country to date. 


THE EXPERIENCE GAINED during the design and 
manufacture of this first supercritical-pressure 
steam turbine is already being applied to the «on- 
struction of larger units for even more econo! ical 
operation. Operation of this Philo unit will pr« vide 
valuable experience in evaluating the econom: s of 
higher pressures and temperatures. For more : ‘or- 
mation write for bulletin GER-1130, Large S am 
Turbine-Generator Department, General El: tric 
Company, Schenectady 5, New York. 254-59 


Progress /s Our Most Important Product 


GENERAL @@ ELECTRIC 
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